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In a general way, there may be said to be three varieties 
of co-operative production, strictly so called. Classified 
according to their genesis, they are: (1) the immediate 
co-operation resulting from the association of workmen 
acting upon their own initiative, and furnishing at once 
the labor, the capital, and the management,— the ordinary 
form of associated enterprise, which may for convenience 
be designated as associated production; (2) the produc- 
tion established by distributive societies (or stores) united 
for purchase and manufacture on a large scale, such as 
the English and Scotch wholesale; (3) the deferred co- 
operation resulting from the gradual transformation of 
a profit-sharing régime, in which workmen are permitted 
or compelled to purchase shares and proportionately to 
increase their influence in the management of affairs. 
Classic examples of the third class are furnished by the 
Maison Leclaire at Paris, M. Godin’s remarkable establish- 
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ment, the Familistére, at Guise, and the co-operative 
paper factories of M. Laroche-Joubert in Angouléme. 

The second phase of co-operation, marvellously devel- 
oped in Great Britain, is but little known in France, 
though it is already beginning to appeal to the socialistic 
imagination of the distributive societies in Belgium. As 
yet, there is nothing in France corresponding to the whole- 
sale societies of England; but a movement at this moment 
on foot at Paris gives reasonable grounds for anticipating 
the development of a French wholesale some time in the 
twentieth century. 

The third form needs but a word of explanation. It 
is simply an extension of what is known in France as 
deferred participation; that is to say, of the various 
schemes of profit-sharing which retain a part or the whole 
of the dividend allotted to labor for the purpose of form- 
ing provident or pension funds. Deferred co-operation, 
therefore, is a still further application of more or less 
involuntary thrift to the gradual acquisition of capital 
shares by the accumulation of a portion of the dividends 
allotted to employees. 

The relations of the first and third varieties are of 
greater significance than might at first appear. They 
illustrate apparently opposite tendencies at the two ex- 
tremes of unstable equilibrium, by which, on the one 
hand, the unmodified wages system tends to pass over into 
pure association, and, on the other hand, the reactionary 
forms of productive association tend to swing back to the 
ordinary plan of hiring laborers at wages; for some of 
the most promising enterprises in productive co-operation 
are simply the outcome of a premeditated development 
from profit-sharing, while some of the most promising 
efforts by associated workmen have in turn passed back 
into the stereotyped forms of joint stock and limited lia- 
bility, leaving few traces of their earlier organization. 
The co-operative paradox is completed when, in the sec- 
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ond variety of collective production, we find English 
co-operators almost inevitably drifting into the ordinary 
“ capitalistic” phases, and seeking a remedy for inconsist- 
ency in some modified forms of participation. 

The outbreak of associated production in France dates 
back into the thick of the Revolution of 1848. One as- 
pect of that great social and intellectual ferment was the 
sudden development of the passion for “ association,’— 
the new something, sufficiently vague to be seductive, 
which was to transform society; the ideal about which 
the unsettled notions of the hour sought to recrystallize 
themselves with the precipitation of a rapidly cooling 
mass. Like all revolutionary movements, the new enthu- 
siasm was preceded by an alleged philosophy. There was 
a certain amount of foggy speculation, a handful of men 
not unlike the Christian socialists of England, and a 
journal (L’Atelier) devoted to ideals of social reform, 
which represented a curious fusion of trades-unionism, 
religion, and associated production. But, up to 1848, a 
single noteworthy society —that of the jewellers — illus- 
trated the only successful application of the new indus- 
trial philosophy. Suddenly all was changed; and State- 
aided co-operation received its first practical impulse from 
an agglomeration of some sixteen hundred Paris tailors, 
masters and men, who saw in associated employment the 
possibility of securing the government contract for mak- 
ing the uniforms of the National Guards. The masters 
advanced 11,000 francs, the motley assembly issued a sort 
of paper money bond, redeemable upon the payment of 
the contract by the government. The government itself 
furnished most that was necessary, including an empty 
prison for a workshop; and, strange to say, the honesty 
and enthusiasm of the incongruous and hurriedly extem- 
porized assemblage seemed in a fair way to attain success, 
when, after the insurrection of June, the contract was 
abruptly rescinded, and the workmen were dismissed, 
with a scanty indemnity of 80,000 francs. 
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The second scene in the industrial drama was a natural 
sequel, though less picturesque,— a provision for securing 
to all associations the necessary advances for workshops 
and materials with which the government contract had 
supplied the tailors. Indeed, in the midst of the whirl 
of exciting innovations,— the government guarantees of 
wages, if not of employment, at the national workshops, 
the voting of extraordinary loans, the indiscriminate dis- 
tribution of money, promises, and everything else that 
could tide over the political and industrial crisis,—a pal- 
try national loan of three millions for the encouragement 
of [esprit d’association is scarcely a matter of surprise. 
The decree was voted by the National Assembly July 5, 
1848, without discussion, supported equally by those who 
had faith in the project and by the minority who thought 
the inevitable failure of the experiment the only adequate 
response to the infatuation of the hour.* The administra- 
tion of this credit was intrusted to a heterogeneous com- 
mittee, presided over by the minister of commerce and 
agriculture; and the law prescribed the distribution of 
the loan “among associations voluntarily formed, either 
exclusively of workmen or between masters and men.” 
Among the promoters of the measure were some of the 
earlier propagandists interested in L’ Atelier and the so- 
ciety of jewellers already mentioned. The statutes of 
this society therefore presented a ready model, and by a 
curious chance were adopted as the legal form of associa- 
tion within the meaning of the law. According to these 
provisions, each member was liable to the full extent of 
his property for the obligations of the society. All funds 
were to be the collective property of the associates, with 

*It is to be remarked, however, that a similar project in aid of agricult- 
ural colonists was twice defeated. The absolute failures of the French mili- 
tary colonies, established at such immense cost in Algiers a few years before, 
and the already languishing condition of the Union du Sig, founded in 1846 by 
the disciples of Fourier, account in a measure for the general distrust of ‘‘ agri- 
cultural association.” 
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no compensation in case of withdrawal. In the event of 
dissolution of the society, and in the absence of a corpo- 
rate successor, these reserves were to pass to some exist- 
ing government fund in aid of association, or to some 
benevolent institution in aid of workmen. Employees 
were to be made “associates” proper after a reasonable 
probation. By a strange oversight, therefore, the first act 
of administration was to give direct sanction to the legal 
anomaly of inalienable and indivisible funds,—a form of 
association which, though overlooked when undertaken by 
the jewellers, had in 1841 cost their imitators — certain 
inoffensive workmen at Saint Etienne —a heavy punish- 
ment of imprisonment and fines. Where loans were 
made to associations between employers and employees, 
the form recognized was a modification of what is known 
to-day as profit-sharing, but with conditions which sub- 
jected the employer to all business risks and all the re- 
sponsibility of the loans. 

Not content with these measures of encouragement, the 
administration issued on the 5th of August, 1848, direc- 
tions for certain exemptions in favor of associations bid- 
ding for government contracts, a maximum of rebate was 
fixed, certain securities required of private firms were not 
exacted from associations, and other inequable discrimina- 
tions established. Such was the inauspicious beginning of 
legalized and State-aided co-operation and profit-sharing 
in France. Just what followed it is difficult to say. No 
adequate official reports are available, and certain con- 
temporary studies and the commission of inquiry of 1883 
furnish but meagre details. Some six hundred applica- 
tions were received by the committee in two years, five 
hundred in the first twelve months. Gradually, the 
instability of the workingmen’s associations, and the 
greater security offered by employers in search of funds, 
converted the committee to a more cautious and conserva- 
tive policy. According to available authorities, a little 
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less than three million francs (2,949,500) had been allotted 
by the end of 1849. More than two-thirds had gone to 
the departments, to be distributed among 29 associations, 
nearly one-third (914,500 francs) to 32 associations in 
Paris, in sums varying from 3,000 to 100,000 francs, with 
the single exception of one loan of 200,000 francs. Of 
the 82 Parisian societies, 26 were formed exclusively of 
workmen, 3 only were of the profit-sharing variety. Of 
29 in the departments, on the other hand, but 12 were 
exclusively of workingmen; while the loans in the de- 
partments varied from 6,000 to 250,000 francs, eight being 
above 100,000 francs, as contrasted with one such at 
Paris. By the end of 1851, 10 of the associations at Paris 
and 8 in the departments had already died of internal 
disorders, their joint loans amounting to 589,000 francs. 
The government had laid violent hands on 12 others (8 at 
Paris and 4 in the departments) by revoking allotments 
amounting to 865,000 francs. In short, without any 
detailed analysis of doubtful and somewhat conflicting 
statistics, it appears that up to 1879, of a principal and 
interest amounting to about three and a half millions, 
1,700,000 francs have been recovered. The expectations 
of the didactic minority, which voted the loan to bring 
reproach upon the movement, had been fully realized. 
As to the effect of the discriminations in the award of 
government contracts, there is little to be said. Though 
less disastrous than some subsequent measures of the same 
sort, this form of encouragement was less an assistance to 
existing societies than an excuse for new ones. Groups 
of skilled manual workmen, like the Paris pavers, appear 
to have executed considerable contracts to their own 
profit and to the economy of the State. But at the same 
time there was much complaint in regard to extemporized 
“brigades” of workmen directed by engineers and organ- 
ized for the execution of public works under the barest 
semblance of a temporary association. 
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So much for the superficial aspects of the great move- 
ment, in so far as it concerned the fortunes of the success- 
ful minority of the six hundred applicants for government 
aid. As for the great discomfited majority, it consisted 
largely either of employers sadly in need of money or of 
incompetent groups of workmen held together by the 
hope of public spoils and assistance. A minute fraction 
only persevered. To these the administrators of the State 
subsidy had rendered the inestimable service of refusing 
the loan asked for. The refusal had discouraged the 
hundreds of less ardent disciples who usually thronged 
the preliminary meetings, and had left here and there a 
handful of serious men inspired with a profound moral 
impulse and an obstinate determination to succeed. Still 
other associations, of weaker fibre, were also for a time 
buoyed up by the socialistic exuberance of M. Louis 
Blanc, who, in the capacity of high priest of fraternity 
and what-not, exercised a rigid censorship of industrial 
morals, and published in his official organ (the Nouveau 
Monde) names of about seventy associations in Paris 
deemed worthy his approval. The estimated number of 
members, however, varies with the prejudices of the his- 
torians, from a probable total of 780 members of sound 
associations at Paris, of whom 3800, representing half a 
dozen associations, had not had the benefit of a subsidy, 
to the more generous estimate of 40 substantial societies, 
all told, with a membership of 2,000. Certain it is, at all 
events, that the rigid discipline and painful perseverance 
of many of these little groups of workmen presented a con- 
trast to the revolutionary enthusiasms of their fellows 
which astonished the most unfavorable critics. It is true 
they sometimes talked of their mission as apostles and 
martyrs to a new faith, but all this did not prevent them 
from relying strictly upon the results of personal industry 
and perseverance. In 1849, some three hundred of the dis- 
heartened tailors, abandoned by the government contract, 
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united their share of the proceeds of the venture to form 
a capital of some 87,000 francs for a permanent associa- 
tion, though the possibilities of self-employment limited 
the actual membership, at the beginning, to fifty-four. 
This society abandoned the extreme notions as to equality 
of wages, established a provident fund levied upon salaries 
and dividends, and two years later had succeeded, without 
the aid of a government subsidy, in establishing a promis- 
ing business. The piano-makers, the tinsmiths, the cur- 
riers, the file-cutters, the chair-makers, the last-makers, and 
the makers of spectacles, all present pathetic examples of 
early privations and perseverance, worthy of the self- 
styled apostles of a great co-operative movement, and of 
the prosperity which some of them ultimately attained. 
Several of these humble enterprises, subsequently trans- 
formed by unfavorable conditions into joint-stock com- 
panies of considerable importance, still testify to the 
energy and ability of their founders. 

In the midst of all this exuberance and budding prom- 
ise came a frost,—the coup d’état of December 2, 1851. 
The blight was complete: the generous enthusiasms of 
1848 could not thrive in such an uncongenial atmosphere. 
Associations disappeared like magic. The police resumed 
their functions with the complacent efficiency of a re- 
instated administration. The inoffensive and prosperous 
societies for joint purchase and distribution (sociétés ali- 
mentaires) in the departments were promptly assisted in 
winding up their affairs. The chill went to the heart 
of things, and affected the workmen themselves. The 
productive societies modestly took in their signs or 
hastened to erase the fraternelle, and to write “ company ” 
instead of association. The collective and indivisible funds 
often disappeared from their statutes, or became simple 
reserves. The managers imitated the emperor, and took 
things into their own hands. The bourgeois dread of 
polysyllabic words, like “socialism” and “association,” 
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reasserted itself. Liberty and license disappeared to- 
gether. The glacial order and serenity of the Second 
Empire were complete. 

Ten years of silence, and the middle and professional 
classes began to see their mistake. It was association 
they had pinioned. Socialism was still at large. The 
stimulus came at the same time from within and without. 
The fame of the Rochdale pioneers and the progress in 
England and Germany of the new movement, beginning 
to be known as “co-operation,” aroused the attention of 
men like Casimir Périer, Jules Simon, Léon Say, and a 
score of others, to the necessity of resuscitating the move- 
ment in France. Happily, at this moment, 1863, there 
appeared from an unexpected quarter the appeal of an 
ardent propagandist, M. Beluze, fora bank of Crédit au 
Travail, accompanied by statistics as to sixteen existing 
societies, all but two of which dated back of the coup 
d'état of 1851. In these the associates, numbering 299 at 
the foundation, had increased, in spite of discouragements, 
to 346; the number of auziliaires employed was 608; the 
capital had risen from 45,569 to 1,216,000 francs; and 
their total buciness transactions for 1863 were 3,400,000 
francs. Only two of these societies had received loans 
from the State; and State aid was vigorously opposed by 
the new champion, who urged as vigorously the foundation 
of credit to supply needed funds. The appeal was oppor- 
tune. The beginning of the second great co-operative 
movement in France was signalled by the success of 
M. Beluze’s association of Crédit au Travail, the estab- 
lishment at Paris of still another, the Caisse d’escompte 
des associations populaires, directed by MM. Léon Say 
and Walras, the foundation of a similar bank at Lyons, 
and the discovery of a new enthusiasm on the part 
of the press for the co-operative societies, which were 
declared to be “the surest and most generous remedy for 
the errors and perils of socialism.” In spite, however, of 
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the somewhat obsequious attentions with which the gov- 
ernment officials hastened, by the favorable reports of 
a commission of inquiry in 1866, and the passage of a 
special law in 1867, to welcome this long-neglected ally 
of social order,— in spite even of the somewhat ostenta- 
tious foundation, under the immediate patronage of the 
emperor, of the bank d’escompte des sociétés co-opératives, 
—the international co-operative congress arranged for 
May, 1867, was suddenly forbidden, and forbidden under 
peculiarly exasperating circumstances, which did much 
to reveal the profound distrust with which the associa- 
tions were still regarded. On the other hand, this tardy 
attempt to galvanize co-operation was not without suc- 
cess. The statistics of the Crédit au Travail for 1868 
gave 93 productive societies,— 44 at Paris, 21 at Lyons, 
and 28 others; while other estimates exaggerate the num- 
bers out of all probability. The spirit of the movement 
was distinctly more practical and commercial than that 
of 1848. The extravagant notions of equality had van- 
ished. Dividends were reckoned upon wages, and the 
profits devoted to reserve funds, mutual aid, and educa- 
tion. In some cases, dividends appear to have been mar- 
vellously high; and there were many outward signs of 
success for the revival. 

But while, in 1868, says M. Valleroux, “the co-opera- 
tive societies were numerous, most of them prospering, 
their number increasing on all sides,— nothing but sym- 
pathy; yet the movement was suddenly arrested, and 
nothing remained of the great edifice but isolated columns 
and too visible ruins. The cause of this great disaster 
was the failure of the Crédit aw Travail.” The cause of 
the disaster may here be truly stated; yet it would be 
equally true to reverse the statement, and say that the 
fall of the bank was due to the failures of co-operation. 
It was a symptom quite as much as a cause. Of forty- 
eight societies to which advances had been made, nine had 
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repaid, eighteen had exhausted their loans and disap- 
peared, and most of the remainder had escaped a similar 
fate only by securing conditions of gradual repayment,— 
fifteen years being the longest term, 300,000 francs the 
largest loans to one organization. 

At the same time disappeared the Caisse d’escompte des 
associations populaires, which had started under such 
brilliant auspices, and succeeded in loaning rather more 
than the amount of its original capital (100,000 francs) 
the first year. It is true the able financiers at the head of 
this enterprise had evolved a scheme for securing the bank 
by selling to the ingenuous public the 20-frane obligations 
(bearing one franc coupons payable annually) demanded 
as security from borrowing associations; but the ma- 
nceuvre seems to have been defeated by the inconsiderate 
haste of certain societies in disappearing before their obli- 
gations could be disposed of. Other disasters followed, 
and the co-operative renaissance was at an end. Every- 
one was again discouraged. The benevolent expectations 
of the well-to-do classes were disappointed ; the auspicious 
liberties of 1863 had proved powerless to continue the 
arrested development of 1848. 

The movement among the workmen remained compara- 
tively torpid till after the strikes and labor difficulties of 
1879-80, which aroused the trade organizations (chambres 
syndicales ouvriéres) to the necessity of “emancipating 
labor,” and led to the third and most recent phase of co- 
operative self-employment. Even the masters were dis- 
posed to encourage the new enthusiasm at first. But 
harmony was not of long duration, even among the 
workmen themselves. While the carpenters and certain 
printers founded co-operative associations to escape the 
tyranny of capitalists, certain other printers pursued the 
same course to escape the alleged tyranny of their own 
typographical trade organization. If not altogether har- 
monious, however, the movement seemed at least to have 
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the merit of spontaneity,—a merit which the subsequent 
action of the government rapidly robbed of anything like 
independence. For, unfortunately, this latest share of 
French co-operation was, on its weakest side, a reversion 
to the type of 1848. But a word of encouragement was 
needed to revive the costly illusions in regard to State 
aid. Words of encouragement came in abundance, from 
apparently opposite quarters,— on the one hand, from the 
efforts of the government to ingratiate itself with the new 
“democratic” movement, and, on the other, from the 
socialistic and collectivist agitations of the radical labor 
reformers. This second influence has from the outset 
been a more or less constant factor in the co-operative 
movement in France; it will suffice for present purposes 
to follow the official encouragement. 

The spontaneous leaning of the societies towards polit- 
ical aid is seen, as early as 1881, in the action of the 
cabinet-makers, who, in founding an association, first con- 
sulted certain deputies and senators, and were encouraged 
by them to hope that “the State and the city would come 
to their aid by giving them work.” In like manner the 
cement-workers persuaded M. Floquet, Prefect of the De- 
partment of the Seine, to dispense with the guarantees 
ordinarily demanded of contractors by the city of Paris. 
M. Gambetta, again, had secured the gratitude of the 
stone-carvers by his patronage in securing public contracts 
for them. Encouraged by their successes, the associations 
even went so far as to demand the exemptions offered 
in 1848 to associations competing for public contracts. 
After some delay, it was decided that, for the benefit of 
associations, the awards in future contracts for the city of 
Paris should be made without guarantees for all com- 
petitors, but that the competitors must be accepted in 
advance by a commission appointed by the Prefect. 
Other favors followed; and the State, not to be outdone 
by the city of Paris, proceeded in 1883 with a commission 
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of inquiry “to discover the means of facilitating the ad- 
mission of workingmen’s associations to bids and awards 
on government contracts.” The report of this commission 
contains, in addition to the instances already cited, a 
mass of evidence as to the demoralizing effect of the 
special encouragement in multiplying incompetent so- 
cieties, and no less evidence of a persistent effort to en- 
courage the dependence of the associations upon official 
patronage. So marked was this special feature of the 
inquiry that a society of tinsmiths is said to have refrained 
from responding to the invitation of the commission, on 
the ground that the State was hardly likely to become 
a customer for its products. From the evidence of the 
thirty-three societies who responded, it appears that there 
was a very natural preference for the special exemptions 
in the case of public contracts; though the more sub- 
stantial societies had usually been able to furnish the 
necessary guarantees without serious embarrassment. 
Already, however, public works of the State or the city 
were beginning to be regarded as a natural perquisite of 
associated labor. Printers, gardeners, basket-makers, sad- 
dies, and piano-makers even, all proclaimed the occasion 
for public patronage in a way that recalls the illusions of 
1848. 

But one thing was needed to complete the analogy on a 
minute scale,—an opportunity for the mal-administration 
of a public assistance fund destined to encourage co-opera- 
tive societies. This lack was opportunely supplied by the 
legacy of M. Benjamin Rampal, entrusted to the city of 
Paris for precisely the purposes in question. The bequest, 
estimated at something like a million and a half of francs, 
was made in 1878; but it was not until 1883 that the 
Municipal Council found itself in a position to dispose of 
‘the first available instalment of some 400,000 francs. 
There was no difficulty in finding borrowers. The rush 
for the spoil showed a gratifying appreciation of the 
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donor’s benevolence, though a certain vagueness as to his 
precise intentions. The Municipal Council, “always anx- 
ious to testify its sympathy for workingmen,’— as the last 
report on this bequest informs us,— speedily disposed of 
the funds at its command, in 49 allotments. The dates 
and amounts of the loans, and the present condition of the 
societies,— chosen, we are told, with “due reference to 
their constitution already tried, their interior organization, 
and the professional merit of their members,’— may be 
gathered from the facts brought out in the last official 
report, bearing the date December 10, 1889.* 

Briefly, there are fifteen societies still to be heard from 
whose time of repayment has not yet expired, their joint 
loans amounting to 196,950 francs. Three are actually 
behind hand,— 14,250 francs; eighteen societies are either 
in process of liquidation or have already “ dissolved and 
disappeared,”— 182,250 francs; seven other societies are 
bankrupt,— 89,900; and six societies only, representing 
the modest sum of 13,950 francs, have met their obliga- 
tions. Obviously, if the 196,950 francs still to be heard 
from present anything like a similar proportion of losses, 
the amount repaid and recovered will be insignificant. 
Even as the matter stands, the sums lost or compromised 
represent nearly half the total loan of 447,200 francs,— a 
percentage of loss which is simply astonishing, when it is 
remembered that 196,950 francs of this total are not yet 
due, and that the losses really represent an enormous pro- 
portion of the 250,250 francs actually in question. Nat- 
urally, the figures recall the experiences of twenty and 
again of forty years ago. ‘The failures of 1889 differ from 
those of 1868 in one important point: they do not neces- 
sarily break the bank. The available income of the Ram- 
pal legacy will still remain to excite the cupidity of poten- 
tial legatees. But only a radical change in administra- 
tion will prevent a repetition of disasters. 


*See the Appendix for the list in detail of societies and loans. 
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It is to be observed that a considerable number of the 
favored societies have received not only the Rampal loans, 
but also the assistance of public contracts,— an arrange- 
ment which has enabled the Municipal Council to cover its 
chagrin a little, and to make a better showing, by reten- 
tion of amounts due from the city of Paris. Imagine an 
industrial movement so permeated with politics that the 
initial step in founding a society of co-operative produc- 
tion is the “consultation ” of several senators and deputies, 
who promise to use their influence in obtaining contracts 
for public works; the second step, a petition for moneys 
at the disposition of a municipal council, where the appli- 
cation of political methods to business affairs seems as 
inevitable and undesirable in Paris as it has proved to be 
in comparable instances in the United States; the third 
step, a competition for public contracts under conditions 
especially created to favor associations; and the fourth 
and final step, a failure, in which the obvious moral seems 
to be that the State and the hard-hearted world in general 
are to blame for not furnishing contracts and work enough 
to enable a repayment of the loans and the continuation 
of a prospervus business. Lest, however, the despondent 
societies should fail to draw this obvious moral, or should 
indulge in any self-reproach, the administration, in the 
official report of the budget, kindly formulates the causes 
of failure for them as follows: — 


“A certain number,” says the sympathetic apologist for the un- 
happy societies, “ have not fulfilled the expectations that the commis- 
sion was justified in founding upon their constitution already tried, 
their interior organization, and the professional merit of their mem- 
bers. Why? Alas! in that they were powerless before the efforts 
and the redoubled energy of competing houses, equipped with better 
implements and, more important still, with ten or twenty times more 
capital ; also, it must be added, because of the distrust of their cus- 
tomers. These societies have struggled: they have disappeared. It 
is pre-eminently unjust to heap them with reproaches. If, on the 
other hand, we look at those who have conquered difficulties of every 
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sort,— those in full progress,—we can only congratulate ourselves 
upon the results obtained, and continue to further the lofty and 
fruitful purpose of Benjamin Rampal.” 


On the other hand, the attitude of the official sociology 
towards such independent enterprises as the Bon Marché 
may be gathered from the following paragraph : —- 


The Boucicauts, the Galignanis, the Rossinis, and so many others, 
in devoting their fortunes to the foundation of institutions for the 
sick, the infirm, the aged, have certainly merited the gratitude of 
humanity ; but we are of the number who would prefer to see their 
millions devoted to the work inaugurated by M. Rampal.* 


As to the exact number of existing productive societies, 
an approximate estimate is all that can be given. There 
is no central organization, nothing corresponding to the 
English union, with its annual congress, or to the highly 
developed functions of the Central Co-operative Board at 
Manchester. Fortunately, however, not all the existing 
societies appear upon the roll of the Rampal legacy. The 
list given by the last official inquiry (1883) comprised 
fifty-one societies. M. Hubert Valleroux, who published 
his excellent study of Co-operative Associations in 1884, 
substantially agreed with this estimate, placing the num- 
ber somewhat higher,— “between fifty and sixty,” of 
which ten were survivors of 1848-50, and another ten of 
the movement which began in 1863. The statistics of the 
Municipal Council have sufficiently illustrated the rapid 
changes and the general instability of the present move- 
ment. The total number of active societies of any stand- 
ing is generally conceded to be considerably smaller now 
than it was six years ago. Of the older associations, prob- 
ably not more than ten remain; and many of the new 
ones are wholly untried. The original society of jewel- 
lers (byoutiers en doré, founded in 1834) passed quietly 


* Rapport présenté par M. Faillet, au nom de la Commission du budget et du 
controle. Conseil Municipal de Paris. 1889. 
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away before the war of 1871. A glance at the conditions 
of the makers of spectacles and instruments of precision, 
and of the file-makers, will show well enough the difficul- 
ties and the transformations through which the earlier 
associations have passed. The TLwunettiers, founded in 
1849 with fifteen members and a capital of 150 francs, 
present to-day the small capitalist type of successful 
co-operation, which, for all practical purposes, does not 
co-operate. The number of “associates” with a full 
voice in affairs is about fifty-six, with fifty-five additional 
holders of capital in small amounts. The number of 
“ auxiliaries,” on the other hand, reaches fifteen hundred ; 
and they are treated simply like employees of any ordi- 
nary joint-stock company. The firm has seven houses, or 
branches,— one in Paris, two factories at Ligny for the 
manufacture of spectacles and instruments, a wareroom 
and a repair shop at London, and two other branch estab- 
lishments. The profits are large, and the capital is said 
to be about 5,000,000 francs. There is connected with 
the society a pension provision for retired associates and 
their widows, and yet the apparently unscrupulous action 
of the society in displacing old and faithful servants to 
make room for more vigorous younger men has elicited no 
small comment. The file-makers, on the other hand, rep- 
resent the more ordinary and laborious type of persever- 
ing co-operation. The association, founded with fourteen 
members in 1848, subsequently secured a government 
loan of 15,000 francs, and is therefore a conspicuous ex- 
ception to the usual fate of the subsidized societies. In 
1883, the capital of the society was 150,000 francs; but, 
like many of the older societies which retained the collec- 
tive form, and obstinately resisted all innovations, it has for 
many years found great difficulty in recruiting the body 
of associates with sufficient rapidity to fill vacancies. The 
work is laborious, and not well paid. The workmen are 
consequently not of a high grade of intelligence, and the 














8374 QUARTERLY JOURNAL OF ECONOMICS 





























small gains and considerable responsibilities that go with 
the position of associate present no great attractions. The 
same complaints of indifference, or something worse, were 
made before the commission of 1883 by numerous societies, 
— printers, opticians, makers of musical instruments, and 
others,— in so much that this unexpected difficulty and 
consequent decay of personnel, even among the successful 
experiments, seems to be responsible for the disappearance 
of many of the more conservative societies. 

Of the more recent societies there are happily a few in- 
stances of promising success, which remain to demon- 
strate the possibility as well as the rarity of successful 
production. Conspicuous among these is the society of car- 
penters known as the Charpentiers de La Villette, founded 
in 1881. Like most successful co-operative enterprises, 
these 186 workmen present exceptional features in the 
way of intelligence, skill, and discipline. The manager is 
chosen for an indefinite period, and armed with powers 
which the democratic ideals of most modern societies will 
not tolerate. Among the large enterprises successfully 
executed by this association were extensive works in con- 
nection with the recent Exposition. Much the same ex- 
planation is to be given of the comparative prosperity of 
the society of printers, L’Imprimerie nouvelle (1869), 
which prints the Moniteur des Syndicats Ouvriers ; of the 
tailors de la Rue Turbigo (1863); of the Paris cabinet- 
makers (4881); and especially the society of painters 
known as Le Travail (1882),—all associations which 
evoked the congratulations of the International Jury at 
the recent{Exposition of Social Economy.* The society of 
painters, founded by six members, has now a capital of 
about 20,000 francs. The net profits for the past year 
were 9,602 francs, divided as follows: after allowing for 
interest on capital, legal reserve, extraordinary reserve, 








*See the Conférence by M. Charles Robert, member of the International 
Jury, on September 13, 1889, p. 208. 




















CO-OPERATIVE PRODUCTION 





875 


and pension fund, shares receive thirty-five per cent., and 
associates and auxiliaries in their capacity of participants, 
in proportion to total hours of work, twenty-five per cent. 
of the net profits; though a project is under consideration 
to change the percentages, and give the advantage to 
labor. The generous enthusiasm of this society, as well 
as the success of the carpenters, tailors, and a few others, 
presents the hopeful side of co-operation in Paris to- 
day; for the productive movement is essentially Pari- 
sian.* 

I have said there was no union, or central organization, 
of French co-operative societies. As a matter of fact, a 
“consultative chamber of workingmen’s productive asso- 
ciations” is now in process of formation. The circular, 
which bears the date of January 10, 1890, contains on one 
page the names of twenty societies, and on the opposite 
page the decree of June 4, 1888, “concerning the awards 
and contracts of the State,” signed by the President of 
the Republic and defining the special conditions of en- 
couragement offered to associations of workmen compet- 
ing for government contracts. I confess the juxtaposition 
of the two pages seems to me inauspicious. The proposed 
union has, however, the names of the most promising of 
the newer societies founded since 1881, and three of the 
older societies already mentioned,—.the file-makers of 
1848, the tailors of 1863, and the painters of 1869. These 
twenty societies undoubtedly represent the kernel of the 
productive movement to-day. 

Obviously, the prospect of co-operative production in 
France is far from hopeful. A large part of the so-called 
co-operation does not co-operate, and the part that does is 
apt to fail. Indeed, some rigid definition will have to be 
adopted to prevent limited liability from sailing under the 


*In 1884, M. Hubert Valleroux could only say, of associations outside of 
Paris, that ‘‘ Lyons ought also to have several.”” The difficulties in the way of 
accurate information have not decreased since then. 
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_ flag of co-operation,* just as something should be done to 
prevent confusion when the lists of profit-sharing houses 
are swelled by the names of present-giving firms, where 
“sharing” is a matter of caprice, ranging all the way from 
a week’s vacation and a turkey at Thanksgiving to a cash 
acknowledgment of exceptional services. For the most 
part, too, these co-operative associations have yet to learn 
the secret of profit-sharing success: that dividends are to 
be won by more efficient labor, stimulated, if possible, by 
co-operation or participation, not saved out of the man- 
ager’s salary. The hot-house forcing of co-operation, 
whether by State aid, by artificial systems of credit, or by 
public and more or less political administration of funds of 
assistance, presents a record of mischief and demoraliza- 
tion which would certainly be depressing to a less buoyant 
disposition than is evinced by the Paris Municipal Council. 
The most discouraging feature of the French co-operative 
movement to-day is the hardiness with which the official 
determination to exploit productive associations for polit- 
ical purposes manifests itself at the very moment when 
there is greatest need of plain counsel and greatest cause 
for chagrin. The general tone, and the contempt for his- 
torical accuracy, in the following extracts from the report 
already cited, call for no comment. Speaking of the gen- 
erous philosophic and economic ideals of M. Rampal, the 
reporter adds : — 


He was grievously struck with the failure of co-operative societies 
under the empire; but were the workmen alone to blame? We are 
of opinion that he did not see the principal causes of this failure: 
first, the ardent and treacherous intervention of the empire, which 
created a great number of societies, and placed at the head of them 
creatures of doubtful origin, dishonest men, with a view of discredit- 
ing the idea [co-operation] with the working class; second, the dis- 
trust with which the workmen themselves regarded these societies, 


*Compare the condition in England: the Oldham Cotton Mills and many 
other joint-stock companies are open to this objection. 
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which they feared to see establish a sort of aristocracy of labor,—if 
these words may be coupled, a sort of bastard bourgeoisie.... But 
within the last twenty years [that is, under the Republic] the spirit 
of the societies has expanded and become profoundly democratic. 
The societies have become excellent experimental schools: they prove 
by their energy and their wisdom that the solution of the problem of 
the emancipation of labor is to be found largely in putting at the dis- 
position of all who are possessed of the intelligence and the will 
[de toutes les intelligences et de toutes les volontés] the means of attaining 
this emancipation. 


All the post-mortem examination of these associations is 
interesting chiefly in the classification of causes of de- 
struction,— as, first, those coming from within; second, 
those from without. The first set differ little from the 
ordinary causes of business failures. If it be true, as a 
Belgian champion of co-operation has recently repeated, 
that the failures of co-operative production are to be ex- 
plained by the ignorance of the associates, insufficient 
capital, and lack of confidence in managers, it is no less 
true that ignorance, impecuniosity, and too great confi- 
dence on the part of the manager and his creditors figure 
largely in the inquests held upon ordinary business fail- 
ures; and the reader will be more charitable in his ver- 
dict if he reflects for a moment upon the enormous mor- 
tality in business enterprises of the usual type. The sec- 
ond variety of causes, which really explain the excessive 
mortality in French co-operation, may be classed, in a 
general way, as resulting from the absence of wholesome 
neglect. Quarantined and scrutinized as a symptom of 
social revolution, or encouraged as a bulwark against. 
socialism, or exploited for political purposes, or treated 
as a means of social regeneration, co-operation in France, 
like all forms of association, has always been encum~ 
bered with political significance and extraneous attention. 
Rarely has it been left to stand or fall on its merits as a 
business enterprise. Previous to the Revolution of 1848, 
and after the coup d'état, productive associations were 
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harassed by the police and distrusted by the middle 
classes, because such an innovation might be socialism 
in disguise. In 1864, the same associations were patron- 
ized and encouraged by men like Jules Simon and his 
confréres as a sort of cow-pox socialism, to be used in 
inoculating the working classes against the real disease. 
State aid has been as fatal as official repression. The 
three millions of government encouragement in 1848, 
and the Rampal legacy of our own time, have done more 
harm than the police of the empire. Associations were 
formed because there was money to be had. Disastrous 
failures followed in the wake of subsidies. 

I should avow these conclusions with greater hésitation 
if the phenomena in question were peculiar to France. 
It is doubtless well for the social student to remember 
that the “round-trip” exploits of earlier investigators 
have already tried the patience of the French co-operators 
in a manner that has not tended to strew with roses the 
path of their successors. Doubtless, too, these strangers 
in a strange land, in the presence of customs and tradi- 
tions whose force they cannot appreciate, deprived of 
half their senses by imperfect comprehension of the lan- 
guage they speak and hear, have sometimes given ground, 
even when allowances are made for an exceptional deli- 
cacy of national feeling, for complaint as to inaccuracy 
and unfavorable comparison. Unfortunately, however, 
the experience of co-operation in other countries is ample 
proof that, while the particular results in France are 
modified by peculiar conditions, the general history of the 
institution is much the same. In whatever phase the 
co-operative problem presents itself, the same difficulties 
recur. In England, asin the United States and in France, 
the tendency of associated production to gravitate toward 
a joint-stock form of small capitalists, or to swing still 
further towards extreme centralization, manifests itself 
with the constancy of a natural law. 
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Lest the co-operative apologist should find an explana- 
tion of the failures in France in the revolutionary genius 
of a people who have endeavored to pass at once, without 
regard to intermediate stages, to the most complex form 
of industrial organization, let us consider a moment the 
results of the second, or collective, variety of production in 
Great Britain. If co-operation in France has done vio- 
lence to the philosophical formula of the age by sacrificing 
evolution to logic, and attacking the more complicated 
problems of production first, the process in England has 
been reversed. The English co-operators, schooled for 
years in the less difficult enterprise of distribution, find 
themselves to-day, almost in spite of themselves, face to 
face with all the difficulties of production. Almost in 
spite of themselves, the million co-operators connected 
with stores, and organized in the two great wholesale 
societies for Scotland and for England, have been forced 
into productive enterprises, partly by possibilities of econ- 
omy, but still more by the necessity which distributive 
stores have always encountered of finding profitable em- 
ployment for the accumulated dividends of their cus- 
tomers. 

There has been some tendency of late to speak slight- 
ingly of the English movement, which, nevertheless, an 
eminent economist recently styled “the most typical 
and representative product of the age.” * No one, there- 
fore, who sets himself the easy task of criticising the work 
of this movement, a human institution, can for a moment 
afford to leave the slightest doubt as to his appreciation of 
the splendid results obtained. It was something to be 
able to say, on the descriptive monument illustrating these 
results at the Paris Exposition, “ From this pyramid 876,- 
000 English co-operators look down upon you.” What- 
ever may be said of the shortcomings of the rank and file 


* Professor Marshall, in his opening address at the twenty-first Co-opera- 
tive Congress, at Ipswich, in June, 1889. 
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of these hundreds of thousands of men, there rests the im- 
posing testimony, in stone and mortar, to the wealth and 
solidity of a workingmen’s association, seen everywhere in 
the great co-operative wholesale and retail establishments 
in England and Scotland; there remains, also, the testi- 
mony to the financial power and business capacity, repre- 
sented by the millions of business transacted in the name 
of these same men; the evidence, also, of moral enthu- 
siasm in the cool, collected devotion of the splendid 
nucleus of older managers to the real principle of co-opera- 
tive equity, and in the propagandist ardor of the younger 
men who are rising up to fill their places; and, finally, 
there is the witness to the uplifting power of collective 
self-help, seen in the material, moral, and intellectual 
transformations wrought in certain towns of the north. It 
is impossible to discuss here the traits of character or the 
peculiar social configuration, the uniformity of industrial 
and social interest, which have so largely contributed to 
these marvellous financial and moral results. The spread 
of interest in education, mutual aid, the acquisition of 
homes, the uplifting of character,—all the multiplicity of 
interests prove that, whatever this movement has failed to 
do in many ways, in one important branch of production 
it has not altogether failed,—the production of good 
men. 

What, then, are the difficulties encountered by this 
unique and highly developed form of collective produc- 
tion practised by the English and the Scotch wholesale 
unions of distributive stores? The writers upon co-opera- 
tion, and the apologists for the “small capitalist” ten- 
dencies, find a melancholy satisfaction in reproaching the 
English wholesale for not sharing a penny of profits with 
the thousands of employees in the establishments at 
Leicester, Batley, Durham, Heckmondwike, and else- 
where, for the manufacture of shoes, woollen goods, soap, 
flour, and the like. As for any notion of extending to 
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their employees the possibilities of deferred co-operation, 
or even of shareholding, that is rendered impossible by 
the fact that the existing constitution permits no private 
shares in the wholesale works, the shareholders being the 
distributive stores,—a sort of secondary or sublimated 
joint-stock arrangement. The fact that the shareholders 
are stores, however, is no reason why employees should be 
neglected in the division of profits. Obviously, the col- 
lective conscience of the English stores (like most collec- 
tive consciences) is somewhat dull. The “underlying prin- 
ciple,” so dear to the consumer’s heart, by which money 
is put in the purse,— in accordance with the paradox that 
“the more you eat, the more you have,’— grows less at- 
tractive when there is even the appearance of dividing the 
money with another man. Worst of all is the lack of 
faith in the fundamental principle that, even from a finan- 
cial point of view, the stimulus which participation gives 
to labor makes profit-sharing pay its way. So say the 
critics of the English co-operators; and so say many of 
the older and younger co-operators, who lament the fall of 
the English wholesale from its early faith, and point to 
the true co-operation, which is to gladden the heart of the 
virtuoso, in Scotland, where the wholesale still adheres to 
bonus-paying in its productive works. 

It is worth the journey from Manchester to Glasgow to 
be disillusionized. The managers of the wholesale there 
are still strong in the co-operative faith. The extensive 
productive works are models in all that concerns the 
health and comfort of the employees. The participation 
actually exists. But it is a failure. Men tell you this 
who have no thought of following the English example 
and abandoning the “co-operative principle” because it 
is hard to apply. Twenty years of experience show that 
a simple cash dividend, paid in addition to current wages, 
is no guarantee against labor difficulties with trades-unions, 
and produces no appreciable attachment of workmen to 
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the welfare of the business and no appreciable influence 
upon the efficiency of labor. What was at first accepted 
as a gratuity is ultimately demanded as a matter of course, 
and there the matter rests. All this is simply another ray 
of light from an unexpected quarter thrown upon a prob- 
lem which has already forced societies of profit-sharing to 
recognize the inadequacy of a small cash dividend, un- 
aided by societies of prévoyance. Not that the English 
wholesale is justified by this in abandoning participation 
altogether. On the contrary, the only courageous method 
is to face the problem and go further; to join the Scotch 
managers, who are searching for some more adequate 
method of educating and stimulating the interest of em- 
ployees, by an adaptation of the involuntary economies 
for mutual aid and forethought established by the great 
houses of profit-sharing and deferred co-operation.* 
According to the testimony of Mr. Schloss at the Inter- 
national Profit-sharing Congress during the Paris Exposi- 
tion, the tendency to participation among productive asso- 
ciations in England is scarcely less disappointing as a 
solution of the “productive problem.” Of an estimated 
total of 80 such associations, adequate statistics could be 
secured for but fifty, with a total membership of 26,752, 
and sales for 1887 amounting to 36,784,900 francs. Of 
these fifty, twenty of the most extensive did not practise 
participation ; and the thirty who did represented about 
one-fifth of the total membership (4,776 members), with a 
total sale for 1887 of only 6,421,000 francs. At the same 


*The position of the Scotch and English wholesale is, in reality, compli- 
cated by the fact that the wholesale is dependent upon the custom of the 
stores, while the stores at the same time often exercise the privilege of going 
elsewhere in a way that might force productive co-operation into competition 
with less desirable methods of exploiting labor. Moreover, there rests now the 
great question whether the wholesales ought to extend their functions to the 
further establishment of this ‘‘federative”’ production or take measures to 
foster the independent efforts which avoid the evil of extreme centralization 
and give scope for the development and self-sacrifice of a greater number 
of men. 
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moment, nineteen English business houses, with 6,148 em- 
ployees, were practising participation strictly so called, 
distributing among their employees a share of profits de- 
termined in advance, leaving out of account the more capri- 
cious methods of many important firms.* Surely, such 
comparisons are not flattering to the pretensions of asso- 
ciated production. On the other hand, to deny its possi- 
bilities, even in highly complicated industries, would be to 
sin in plain view of the facts. There are always excep- 
tions enough to prove the rule. Hebden-Bridge, which 
has justly excited so much admiration in England, is a 
case in point; though a closer view of the management 
assimilates the conditions very closely to those of the 
profit-sharing type of industry. The employees are 
share-holders and profit-sharers, with all the advisory 
and directoral privileges that the theory of co-operation 
demands. But, as a matter of fact, modesty apart, the 
excellent manager might as well confess that the enter- 
prise could not have succeeded so well if their privileges 
as shareholders were really exercised in any considerable 
degree. It may be the perfection of co-operative liberty 
to abstain; but, even if that be true, it is possible to 
question the advisability of such liberty during the pre- 
liminary stages of industrial perfection. In reality, ex- 
ceptional business capacity and the esteem of his associ- 
ates have accorded to the management of Hebden-Bridge 
all the prerogatives which distinguish profit-sharing from 
the ordinary forms of associated production. Practically, 
he directs the business himself. What might happen if 
some momentary panic, caused by a formidable competi- 
tor or an inevitable reverse of fortune, were to stimulate 
the committee to put their hands to the reins just at the 


* Compte Rendu du Congrés International de la participation aux bénéfices ; 
communication de M. David Schloss, pp. 121-128. Mr. Schloss’s figures do not 
include the operations of the Scotch wholesale; but he notes that his list of 
** productive associations ’’ includes those of the joint-stock variety. 
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moment when the industrial race waxed hottest and there 
was greatest call for steady nerve, may, it is to be hoped, 
rest unknown. 

One other “solution” of the industrial problem is 
steadily pushing to the front,— participation, with the pos- 
sibilities of deferred co-operation. Regarded strictly from 
the point of view of co-operative production, there is 
nothing to compare in magnificence with the results 
which it has thus far obtained. Three world-renowned 
establishments have already passed their period of tutelage, 
and entered upon the régime of absolute self-directed co- 
operation. The Maison Leclaire has demonstrated the 
financial advantages and the moral and intellectual pos- 
sibilities of deferred co-operation in a handicraft where 
labor is a preponderant factor in the total expenses, and 
where the possibilities of personal economy in time, ma- 
terials, and the like, are very great. The famous Familis- 
tére at Guise, with its great workshops and foundries, its 
complicated facilities for collective economy in everything 
that pertains to education, family life, amusement, has 
demonstrated the possibility of deferred co-operation to 
grapple with the administration of a vast manufacturing 
industry, with an enormous capital (now nearly nine mill- 
ion frances), and a small proportion of expense for wages. 
The Bon Marché at Paris, with its provisions for mutual 
aid, education, and self-help; its social capital of twenty 
million francs; its yearly transactions said to amount 
to thirty millions; its successful distribution of profits 
among hundreds of employees, representing every grade 
and variety of employment possible to the half-produc- 
tive, half-distributive functions of one of the vast com- 
mercial houses of the age,—has practically solved many 
of the difficulties before which the collective co-operation 
of the English and Scotch stores and wholesale societies 
is still hesitating. In all these cases, too, the founders 
have had the satisfaction to crown a life-work of infinite 
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usefulness with a triumphant contradiction of the sceptics 
who foretold that their works would follow them to the 
grave. Finally, the great paper mills of Laroche-Jubert 
in Angouléme, with all the elaborate details for the equi- 
table distribution of profits among widely diversified de- 
partments of a complicated industry, with the provisions 
for gradual acquisition of shares by employees, who al- 
ready hold more than two millions out of a capital of five 
million francs, offer an example of deferred co-operation 
in full process of transition.* Thus, without quitting 
France, we find profit-sharing successfully solving almost 
all the enigmas which have checked the progress of the 
different forms of co-operative production. As to the 
financial advantages of all concerned, the testimony is 
universal; and the moral and intellectual advantages are 
beyond a shadow of dispute. 

If we ask how far the participation movement is likely 
to take the form of deferred co-operation, we enter imme- . 
diately upon the realm of pure speculation.: It is easy to 
find a hundred reasons why this gradual transformation is 
a logical consequence, and why it is a practical solution of 
the difficulties of finding a competent successor to patrons 
whose sons are either altogether lacking, or lacking in any 
desire to succeed their fathers in business. But the value 
of all this speculation is much modified by the simple fact 
that most of the employers in the 131 firms that swelled 
the profit-sharing roll of honor at the recent exhibition of 
social economy prefer very much to perpetuate the mas- 
ters’ autonomy, and are likely to do so for a long time. 
The question arises, therefore, as to the relative and ab- 
solute value of participation as an ultimate form of pro- 


* This is also true of the Woodhouse cloth mills of William Thomson & 
Sons, at Huddersfield, England, recently converted into a profit-sharing enter- 
prise on a much simplified version of Godin’s scheme. Unfortunately, the past 
year has made a loss, to use the English phrase, for the Woodhouse mills, 
though a loss small in proportion to the heavy deficit in the rival co-operative 
wholesale establishment at Batley. 
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duction. Personally, I have no hesitation in welcoming 
profit-sharing as the next great phase of industry, read- 
justed to meet the conditions of the century’s progress. 
In theory, it represents the condition of stable equilib- 
rium between the two extremes already mentioned: it 
reinstates labor without enfeebling the all-important func- 
tions of the manager. Associated co-operation is a pos- 
sibility, but it is pathetically inadequate to the task of 
social and industrial readjustment. Profit-sharing, on the 
contrary, brings all the necessary elements of success to 
the solution of these difficulties. It combines the ad- 
vantages of co-operative production without the risks. 


EDWARD CUMMINGS. 




















PROFITS AND THE RESIDUAL THEORY. 


Ir I may be allowed to join in the discussion of Presi- 
dent Walker’s valuable theory of distribution, I wish to 
premise that I regard his wider application of the princi- 
ple of rent as a most valuable contribution to economics, 
capable of further extension than he has as yet chosen to 
give to it,— extension, indeed, to all the four kinds of 
income. In saying this, however, I must not be construed 
as denying the validity or as underestimating the impor- 
tance of the distinction between land and the other pro- 
ductive forces, but only as believing that the distinction 
does not consist in the limitation of the principle of rent 
to land. The proper demarcation of land appears to me 
to be this: the influence of the principle of rent is both 
permanent and paramount in determining the income aris- 
ing to the owner of land. It is only temporary and sub- 
sidiary in other cases,— temporary, because its existence 
is due to removable restrictions or limitations, or because 
the exceptional facilities for production, being personal, 
end with the life of the individual possessing them; and 
subsidiary, because the incomes obtained from the indus- 
trial activity of labor, capital, and enterprise are affected 
rather than governed by the principle of rent, which domi- 
nates wholly the return for land. 

Such a problem as the division of an employer’s income 
into its component parts is necessarily a difficult one. It 
can, perhaps, be made easier if we find some concrete ex- 
ample in which the incomes obtained are homogeneous. 
An instance is afforded by certain corporations, to the 
stock of which men of undoubted credit have subscribed, 
but have not actually paid in anything, having been 
able to borrow on the bonds of the corporation sufficient 
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capital for the conduct of the business. We should have 
here, perhaps, the landlord in receipt of rent; the em- 
ployees of the company in receipt of wages and salaries, 
included among whom, it is important to observe, the 
captain of industry would be found ; and the capitalists in 
receipt of interest on their bonds. Now, will stockholders 
be found for such an undertaking, if enough to pay these 
incomes is all that is expected from the enterprise? The 
whole business is based upon the stockholder’s credit. 
The enterprise is theirs; and it is from their pockets that 
a deficiency, should one occur, must be made up. Such 
a liability as this will never be assumed on a merely even 
chance of getting out whole in the end. There must be 
a preponderance of the chances of gain over those of loss. 
Profit is simply the price paid by society for the assump- 
tion of business risks, just as interest is the price for ac- 
cepting what Béhm-Bawerk calls “future goods” in place 
of “present goods.” If so, “enterprise” is as well en- 
titled as land, labor, and capital to be considered a produc- 
tive force. 

But, while President Walker, despite his habit of con- 
sidering employers as merely captains of industry, would 
probably be one of the last to deny that the above is a 
correct definition of “ pure profit,” he would yet insist, and 
insist very properly, that the principle of rent is as appli- 
cable to “pure ” or “net” profit as to the other constitu- 
ents of the employer’s income. The wages of superin- 
tendence will vary with the personal ability shown in 
organizing and directing labor. The pure profit will vary 
with the personal ability shown in the selection of busi- 
ness risks. It is undeniable that the principle of rent acts 
with equal force on both these kinds of income. 

But this proves altogether too much. If the principle 
of rent becomes active wherever there are differences of 
personal efficiency, all forms of wages are influenced by 
it as well as the wages of superintendence and pure 
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profits. It follows that, if the existence of such an influ- 
ence eliminates profits and wages of superintendence as 
elements or determinates of cost, it eliminates wages also ; 
and interest is left as the sole element of cost, rent being 
already admittedly excluded. 

It is not open to President Walker to reply to this 
reductio ad absurdum by saying, “ Nothing will be paid 
for the use of the poorest land that will continue under 
cultivation, but some wages will be paid to the most inefti- 
cient and expensive laborers required to supply the prod- 
ucts effectually demanded. What is so paid in wages is 
certainly an element of cost.” This is true; but is it not 
as true that something in the shape of wages of superin- 
tendence has to be paid to the most inefficient captain 
of industry, sustained in business by the urgency of the 
demand for what he produces? When these wages of 
superintendence are actually handed over in the form of 
a salary, such salary is always recognized as an element of 
cost. Does the fact that a captain of industry is his own 
employer alter the case? ‘True, such wages are risked; 
and, like all things risked, they are sometimes lost. But 
the same is true of the interest on the employer’s own 
capital. That, too, is risked, and sometimes lost; but 
will any one assert because of this that there is a class of 
“ no-interest” capitalists, and thus eliminate interest as an 
element of cost? 

The case of pure profit is, indeed, a little different. 
There is a body of no-profit enterprisers and business men. 
And there is also a body of them, still more unfortunate, 
who make losses in excess of gains. Why is not this 
class of losing employers selected as the one which deter- 
mines the cost of production? The reply is, of course, 
that the fact of their being persistent losers is evidence 
that they are in process of elimination, being worse pro- 
ducers than the exigencies of the industrial situation jus- 
tify ; for, if they were needed, the price of their product 
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would surely advance until their trade afforded them a | 
living. But every one demands from the business in 
which he engages a living suitable to his habits and sta- 
tion. If the losing class of employers and the no-profit 
class are in process of elimination, so also is the too 
small profit class. If the analogy between rent and profit 
is to be consistently carried out, the receivers of profit who 
have an influence in determining cost must be those who 
earn for themselves the lowest average of profit which 
will insure their continuance in business. What such 
rate shall be varies at any given time for different occupa- 
tions according to their hazardousness and disagreeable- 
ness, at different times for all occupations in accordance 
with the state of trade, and for different individual en- 
terprisers according to their habits of personal and family 
expenditure. But, indeterminate as is the amount or the 
rate of this lowest sufficient profit, it must be an element 
of the cost of producing the portion of the product created 
under the greatest disadvantages justified by the extent of 
the demand. Profit cannot therefore be eliminated from 
among the determinants of cost. 

The fact remains, however, which President Walker 
was chiefly concerned in establishing, that profits obtained 
in excess of this “lowest sufficient profit” are the effect, 
not the cause, of prices, which are due to the inefficiency 
of producers just within the line of elimination. But, in 
emphasizing and illustrating this important fact, I cannot 
but think that President Walker has considerably exag- 
gerated the differences in the rates of profit enjoyed by 
business men. These differences are much less than such 
a comparison as he institutes between individual failures 
and successes would indicate. In the first place, gains 
obtained through monopoly, breaches of trust, and stock- 
gambling, are not industrial incomes at all. The incomes 
of a Gould or a Rockefeller, or of any speculative director, 
are no more “ profits,” in the economic sense of that term, 
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than the spoils of medieval robber barons or the winnings 
of gamblers. Next, the ordinary method of calculating 
profits as a percentage on the capital owned by the en- 
trepreneur is misleading. ‘The real rate of profit in any 
business, so far at least as the interests of society at large 
are concerned, is the percentage on all the capital em- 
ployed in it. Thirdly, the implication with which Presi- 
dent Walker’s exposition of the matter seems fairly 
chargeable, that all men who finally fail in business be- 
long to the no-profit or the losing classes of entrepreneurs, 
is unwarranted. Many, at least, of these unfortunate per- 
sons have run behind as the result of outside speculation 
or of extravagant living, not because their business yielded 
them no income. Allowing for all such circumstances, it 
is safe to assert that the rate of profit does not vary nearly 
so much as President Walker seems to imply. But, after 
correcting any such exaggerations, it remains true that 
the improved methods by which successful entrepreneurs 
have made fortunes for themselves result finally, when 
generally adopted by their competitors, in lower prices, 
and not in a higher average of profit. 

From this economic tendency President Walker de- 
duces the important corollary that the laboring classes 
are the residuary legatees of all advances in material civ- 
ilization. This proposition that wages are the industrial 
residuum, instead of profits, which have hitherto been so 
considered, affords, if it can be proved, a satisfactory de- 
fence of our present industrial organization against the 
attacks both of Marx and of George, and a good ground 
for the rejection of all socialistic schemes. 

But, in the first place, is the antithesis here set up more 
than an apparent one? Profits are properly spoken of as 
a residuum, being that share of an actual product, the defi- 
nite amount of which is the last to be determined. Any 
increase in the value of the product, or any saving of the 
expected expense that occurs after the other shares have 
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been paid over or agreed upon, will of course go to profits. 
But, when the increase or saving is expected before these 
other shares are agreed upon, it may be divided in various 
proportions between them. When speaking of profits as the 
residuum, no one has ever intended to imply that all the 
benefits of an increase of production are finally absorbed 
by that kind of income. But, if I understand him aright, 
this is just what is laid down as to wages by President 
Walker. His proposition seems to be that, as the sum of 
rent, the rate of interest, and the rate of profit are either 
eliminated as elements of cost or are absolutely deter- 
mined by the environment at any given time, it follows 
that wages, being the only flexible determinant of cost of 
production, must absorb all of any increase in the value 
annually produced. . 

It can be proved, I think, that wages also are deter- 
mined by the environment, and are really no more flexi- 
ble than other forms of income. Professor Patten has 
shown this to be the case in the static state. But, with- 
out entering into a discussion of this wide subject, is not 
another error committed in the assumption that the ag- 
gregate income of capitalists and the aggregate income of 
enterprisers increase or decline in complete accordance 
with the rise or fall in the rates of interest and profit? 
These aggregates of income are really the product of two 
variables,— the rates of interest and profit and the amount 
of capital on which such rates are obtainable. As a mat- 
ter of theory, these two factors influence each other and 
must always vary in opposite directions. As a matter of 
fact, it is the latter which is the more important of the two. 

The supply of capital depends upon the demand for 
capital just as exactly as the supply of any commodity 
is adjusted to the demand for it. The rates at which 
people are willing to save and to risk capital being given, 
the amount of capital accumulated will depend wholly 
upon the field for its investment. Widen the opportu- 
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nities, and accumulations will continue to be made until 
such field is fully occupied. Narrow them, and the 
rates of interest and profit will surely sink below the 
point of sufficient inducement for saving and enterprise. 
But in any given community a much larger amount of 
capital can find employment at ten per cent. in interest 
and profit than can be used at twelve per cent. Thus it 
might well be that for each $1,000 of capital that could 
find satisfactory employment in any community in which 
the current rate was twelve per. cent, $2,000 could find 
satisfactory employment if the satisfactory rate of inter- 
est and profit combined should fall to ten per cent., 
and $4,000, perhaps, if the rate should decline to eight 
per cent. In such case the aggregate incomes of the 
capitalist and employing classes would increase in the 
ratios of 120: 200: 320, at the same time with the de- 
cline in the rates of interest and profit from twelve per 
cent. to ten and eight per cent. Now, something ex- 
tremely like this has happened, and is happening, in all 
progressive countries. It may be asserted, at least as an 
empirically established law, that, when different commu- 
nities are compared or when the present industrial condi- 
tion of any people is contrasted with its past conditions, 
the lower the rates of interest and profits, the larger their 
aggregate amount, not only absolutely, but relatively to 
wages. In other words, the lower the rates which capi- 
talists exact for the use and enterprisers for the risking 
of capital, the larger their accumulations will be, and the 
larger their proportion of the total annual power to pur- 
chase commodities and services. Thus, so far as can be 
determined by existing statistics, in the England of to-day 
the proportion which wages bear to the other forms of in- 
come combined is that of 45 to 55 per cent. Surely, in 
no other country, with the possible exception of Holland, 
and in no past period of England’s history, has the labor- 
er’s share of the total product been less than this. In 
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our own country this share is perhaps sixty per cent. in 
wages against forty secured by the propertied classes in 
rent, interest, and profit. 

So far as the progress of invention and the decline in 
the rates of interest and profit enables machinery to sup- 
plant labor, the resulting gain accrues wholly to those 
who produced it,—the owners and controllers of capital. 
Wages cannot absorb this gain finally, for that best of all 
reasons that they can never get any of it at all. This 
gain, in which laborers as such can never have the least 
share under the present industrial régime, and to which 
they are not entitled if abstinence and risk are to be 
rewarded at all, is so considerable as to insure to the prop- 
ertied classes a constantly increasing proportion of the total 
annual revenue of society. This alone should prevent 
us from considering wages as the industrial residuum. 
The phrase, if allowable at all, must be limited to such 
benefits as arise from the cheapening of production. 
Now, is it true that a tendency exists for wages to absorb 
finally the whole, or even the greater part, of the bene- 
fits of cheapness? I believe that the laborer’s share in 
such benefits is always less than that of the other classes. 

Some writers, among them Mr. Atkinson in his recent 
articles in the Yorum, contend that, as the rich pay the 
laborers for producing all that the rich consume, therefore 
everything produced is really consumed by wage-earners. 
Does not the doctrine that wages are the residuum really 
involve this same bit of logic? Laborers can only benefit 
by the cheapening of products to the extent to which they 
are consumers. To obtain the whole benefit, therefore, 
laborers must be the only consumers of cheapened prod- 
ucts. This, of course, is not what so able a man as Presi- 
dent Walker intended tosay. If I understand him aright, 
his doctrine really is that to the extent in which the em- 
ploying and capitalist classes find they can live on less 
as comfortably as before, to the same extent will they be 
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able and willing both to save and risk capital for a smaller 
inducement, and thus will transfer to laborers indirectly 
all the benefit which they fail to obtain directly as con- 
sumers. Wages, then, will not be the industrial resid- 
uum, unless the “standard of living” of the propertied 
classes is fixed. But have we not had enough of this 
assumption as true of any class? No one any longer pre- 
tends that laborers cannot or will not expand their de- 
mands upon life as opportunities are afforded them. This 

is even more true of the richer classes. If, therefore, as 

we have seen to be the case, causes are at work increasing 

the income of the propertied classes faster than the income 

of the receivers of wages, the benefits of increased cheap- 

ness will be divided between rich and poor in proportion 

to their increase of income; and the greater part of such 
benefit will go to the augmentation of rent, interest, and 
profit rather than of wages. 

But this by no means ends the indictment that can be ° 
brought against the doctrine of wages being the industrial 
residuum. So far we have proceeded upon the assump- 
tion that consumers benefit from cheapness in proportion 
to their incomes or ability to consume. The truth is that 
the distribution is in accordance with their actual con- 
sumption. There are powerful tendencies at work which 
discriminate against laborers in this particular. When we 
speak of wages as real, we mean wages as computed in 
their power to purchase such things only as laborers actu- 
ally buy. A cheapening of such commodities as dia- 
monds, fine paintings, statuary, of luxuries generally, does 
not affect real wages at all; but it does increase real rent, 
real profit, and real interest (if I may be allowed to coin 
the three terms). If, then, as is undeniably the case, the 
products consumed by the rich have cheapened more rap- 
idly than those consumed by the poor, a comparison of the 
money incomes of the two classes fails altogether to indi- 
cate the real distribution of the material gains of advanc- 
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ing civilization. Since a large proportion of the incomes 
of the laboring classes is expended for food, and the bal- 
ance of their expenditure is for coarse manufactures, the 
cost of which is so largely composed of raw material, it 
is certain that the real purchasing power of wages has 
not increased in anything like the proportion of the power 
of rent, interest, and profits to purchase such things as 
their recipients have occasion for. These things are 
largely highly wrought products, whose cost of produc- 
tion has not been increased by the action of the law of 
diminishing returns, but has, on the contrary, been won- 
derfully lessened by the application of machinery and im- 
proved methods. 

The proper reply to the indictment of the competitive 
system is neither that of Mr. Atkinson, that laborers now 
get nearly everything produced, nor that of President 
Walker, that they will get the whole finally, if they allow 
the present system to work itself out; but that, as free 
competition ‘insures the reward of each kind of industrial 
effort, being, in the long run, in proportion to the inertia 
to be overcome, distribution, as actually effected, is just 
and proper, because it insures us the largest total product 
attainable by competitive methods. The partial suppres- 
sion of competition by the State may indeed result in a 
greater and more evenly distributed product. But this 
must be shown by the socialists, first theoretically, and 
then by cautious and tentative experiment, before they 
can be intrusted with the industrial development of 
society. 

FREDERICK B. HAWLEY. 























THE SILVER SITUATION. 


PROFESSOR TAUSSIG’s statement of the Silver Situa- 
tion in the United States in the April number of the 
Quarterly is timely and accurate to a degree. A few 
words additional may be of interest, although of much less 
importance than his. 

The laws of the United States authorize the Treasury 
Department to receive deposits of standard silver dollars 
and to issue certificates therefor in denominations of one 
dollar and upwards, and to receive gold coin and to issue 
certificates therefor in denominations of twenty dollars 
and upwards. The only restriction upon these issues is 
that noted by Professor Taussig in the Act of 1882, “ that 
the Secretary of the Treasury shall suspend the issue of 
such gold certificates whenever the amount of gold coin 
and bullion in the Treasury reserved for the redemption 
of United States notes [greenbacks] falls below one hun- 
dred millions of dollars.” What is the reason for such a 
limitation as this? How is the United States harmed by 
giving its warehouse receipt for gold actually deposited 
when its greenback redemption fund is only ninety-nine 
millions, and not harmed when the fund is one hundred 
millions ? 

This question and some cognate ones formed the staple 
of debate in the Senate on the 16th of May last. Senator 
Plumb had offered an amendment to the pending silver 
bill, providing that “hereafter no funds available for the 
payment of the public debt, including such as are kept for 
the redemption of Treasury notes, shall be retained in the 
Treasury in excess of $110,000,000.” Senator Sherman 
opposed this amendment on the ground that it would 
leave only $10,000,000 in the Secretary’s hands as a work- 
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ing balance. This he considered altogether too small. 
Mr. Plumb did not think that the amendment was subject 
to that construction. Mr. Sherman said that the amount 
to be held for the redemption of United States notes was 
fixed by law at $100,000,000, and that as to that fund the 
Secretary had no discretion. Mr. Plumb and Mr. Cockrell 
called for the proof of this statement; and Mr. Sherman 
cited the paragraph quoted above from the Act of 1882, 
and also the specie resumption Act of 1875, which author- 
ized the Secretary to sell bonds for resumption purposes, 
and required him to redeem United States notes in coin 
on and after January 1, 1879. Mr. Plumb and Mr. Cock- 
rell maintained that neither of these provisions of law 
fixed any particular sum to be held in permanence for the 
redemption of greenbacks. 

Nearly the entire day was spent in debating this point, 
and at the conclusion nobody’s preconceived opinion had 
been changed. Mr. Aldrich produced, for Mr. Cockrell’s 
confusion, the form of monthly Treasury Statement issued 
under the Cleveland administration; but Mr. Cockrell re- 
fused to be confused by it, saying: “Do you propose 
every time you do a bad act and commit a wrong to turn 
round and say some Democrat did that?... There is no 
politics in the matter we are discussing now.” Senator 
Ingalls took part in the debate, supporting the contention 
of his colleague, Mr. Plumb, and maintaining positively 
that the $100,000,000 fund was never held in the Treasury 
as a reserve at all, but was simply an unsegregated portion 
of the general fund in the Treasury. Replying to Senator 
Edmunds on this point, Mr. Ingalls said : — 


The Senator from Vermont is ordinarily entirely accurate. This is 
the first time in the course of our long acquaintance that I ever knew 
him to be mistaken, but in this particular he is mistaken. It will not 
do to say that the daily balance in the Treasury in gold coin never 
receded below the hundred-million point. That is not the question. 
It was a daily balance all the time; and the fact is beyond the possi- 
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bility of contradiction that it is impossible, and has always been im- 
possible, from that day to this, to identify a single dollar of the gold 
that was put in the Treasury as a reserve fund for the redemption of 
United States notes. 


Reference to the proceedings in the Senate on 21st 
June, 1882 * (which nobody who took part in this debate 
of May 16 seems to have thought of), will show the fol- 
lowing facts : — 


(1) That the clause in the Act of 1882 quoted above 
was originally proposed by Senator Aldrich in order to 
prevent the holders of greenbacks from drawing gold from 
the Treasury, redepositing it there, and taking gold cer- 
tificates therefor, all at one operation, thereby gradually 
becoming possessed of all the gold in the Treasury and 
at the same time using the government’s vaults as a free 
safe depository. 


(2) That upon the motion of Senator Ingalls the phrase- 
ology of Mr. Aldrich’s amendment was changed so as to 
make the $100,000,000 fund a special reserve in gold for 
the redemption of United States notes. Two changes of 
phrasevlogy were made for this declared purpose, one by 


* When the Senate had under consideration the twelfth section of the act 
of June, 1882, by which the issue of gold certificates was authorized, Mr. 
Aldrich offered, with the approval of the Finance Committee, this amendment: 

“Provided, That the Secretary of the Treasury may, in his discretion, 
suspend the issue of such certificates whenever the amount of gold coin and 
gold bullion in the Treasury available for the redemption of United States 
notes falls below $100,000,000.”’ : 

Mr. Allison explained that ‘‘the object of the amendment is that there 
shall not come into the Treasury greenbacks for gold, and then the gold in 
turn be redeposited and gold certificates taken. ‘ That is the idea that was 
presented here by those who feared that the effect of the twelfth section would 
be that the greenbacks would gradually be converted into gold certificates.” 

He added that “‘ thus far there has been no absolute definition of what the 
reserve fund shall amount to,’’ clearly implying that it was now intended to 
supply the definition. Mr. Ingalls thereupon objected that the proviso would 
have no effect, because (1) it did not prevent the Secretary of the Treasury 
from reducing the fund below $100,000,000; (2) it contained “the vicious and 
untenable idea that the entire amount of money in the Treasury day by day, 
at the close of business, isa fund there for the redemption of United States 
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substituting the word “reserved” for the word “ appli- 
cable,” and the other by substituting the word “shall” for 
the words “may, in his discretion.” 


(8) That up to this time there had been no legal deter- 
mination of the amount of the greenback redemption 
fund. 

It follows that the clause in the Act of 1882 did justify 
Mr. Jordan (the Treasurer of the United States under the 
Cleveland administration) in putting the $100,000,000 of 
gold coin and bullion in the monthly Treasury Statement 
as a fund “reserved for the redemption of United States 
notes.” It follows also that Mr. Sherman was right in his 
contention with Mr. Plumb and Mr. Cockrell in the de- 
bate of May 16, and that Mr. Edmunds was right in his 
colloquy with Mr. Ingalls. 

This debate of June 21, 1882, be it remembered, took 
place four years after the present silver coinage act was 
passed. It shows that, when Congress was not expressly 
legislating for or about silver, it understood that the 
greenbacks were to be redeemed in gold, just as, under 
like conditions and circumstances, it understood that the 
word “coin” in the acts authorizing the issue of bonds 


notes.’’ He moved, therefore, to substitute for ‘available’? the word “re- 
served.’’ Mr. Aldrich pointed out that the proviso, as phrased by him, had 
not been meant to fix a fund, but to protect the Treasury gold, so that at 
least $100,000,000 should always be held as a fund reserved for redeeming 
United States notes. He had no objection to a change which only made the 
proviso stronger, remarking that he “‘ did not know that the gentlemen on the 
other side, or those feeling as the gentleman from Kansas does in this matter, 
would be willing to go to that extent.”’ Mr. Ingalls’s amendment was there- 
upon accepted. Mr. Ingalls then moved to amend further, “ by striking out 
that portion of the proviso which gives the Secretary of the Treasury discretion 
to infringe on the fund by inserting the word ‘shall.’ I wish to make the 
language more specific, so as to read: ‘ That the Secretary of the Treasury 
shall suspend the issue of such gold certificates.’’” This amendment also was 
accepted ; and with these changes, which obviously strengthened the proviso 
and whose history shows a clear intention to set aside a fund for the definite 
purpose of redeeming United States notes, the proviso went on the statute-book 
See the Congressional Record, 47th Congress, First Session, vol. xiii., Part 5, 
pp. 5165-5169. 
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meant gold coin.* Senators Bayard, Beck, Cockrell, 
Coke, Davis (of West Virginia), Maxey, Pugh, and Vest 
—all Democrats—took part in the debate, and fifteen 
other Democratic Senators were present, as a roll-call dis- 
closed a little later; yet the two Ingalls amendments 
were adopted, nem. con., as was also the Aldrich amend- 
ment, with which they were incorporated. cH 


According to the last annual report of the Treasurer of 
the United States, the coin certificates outstanding were 
of the following kinds and denominations :— 


Silver, Gold. 
$1 $27,907,971 
2 20,237,665 
Bis: 6 So me ow 85,579,740 
re ee 87,436,623 








Total less than $20 $221,161,999 





Dy «a cede 35,109,616 $10,979,102 
Os os i ae 3,458,810 8,443,350 
So eae a 2,325,820 11,647,100 
Re. SSS 346,500 11,075,500 
S000 meme ks 227,000 21,213,500 
ee. eal wed <2 37,000,000 
ee oa ae ee 53,690,000 
$262,629,745 $154,048,552 


To determine the preferences of the public for gold and 
silver certificates, we have to consider only the denomina- 
tions of $20 and upwards. It appears that of these com- 
peting denominations the public holds $154,048,552 of 
gold and only $41,467,747 of silver, and that of the latter 
all except $6,358,180 are of the denomination of $20. 


*See the Act of July 12, 1870, Sect. 3, providing that, ‘‘ upon the deposit of 
any United States bonds bearing interest payable in gold,’’ a certain class of 
banks might be formed known as gold banks. This was distinctly a case 
of “‘unconscious cerebration,’”’ since there was no particular description of 
bonds bearing interest payable in gold. All were so payable, or none were. 
At this time the silver dollar was still an authorized coin. 
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Since it is as easy to get gold certificates as silver ones, 
both costing the public one hundred cents gold for each 
dollar, why should anybody take silver instead of gold 
when all are mindful that a silver crisis may come some- 
time? There ought to be an economic answer to this 
question. 

Such an answer is found in the practice adopted by the 
Treasury in September, 1880, and continued until Janu- 
ary, 1885, as Professor Taussig mentions, of carrying 
silver certificates from New York to the West and South 
free of expense. Silver certificates alone were “ dead- 
headed ” to the places where currency was wanted. The 
rate of exchange was sufficient to cause bankers to prefer 
silver certificates to gold certificates of the $20 denomina- 
tion and to pay gold in order to get them. Twenty-dollar 
certificates enter into general circulation. They pass from 
hand to hand. If the public has entire confidence in their 
goodness, they will stay out until they are so much worn 
that they need renewal, although a certain small propor- 
tion will drift back when the rate of exchange sets in 
favor of New York. The number of twenty-dollar silver 
certificates reached its maximum in 1885, being, on June 
80, $52,010,960. The volume since that time has been 
on the whole declining, although there was a slight rise 
in 1887.* 

I cannot conceive of any other reason than the one 
given why any silver certificates should have been taken 
out of higher denominations than $10, when gold certifi- 
cates were to be had on the same terms. 


*The movement of the twenty-dollar certificates since the policy of free 
shipment was discontinued has been as follows : — 


Year, Amount, 

nn (6.3 @ #6 @ #6 «¢ © « 6 6 « + « See 
ne aw ee. ie ae ee eee ee 44,479,850 
at ss o 6 €ig eee ee eee sce « Ce 
ee “aie ey sae of 6 & 43,840,160 


GAAS SS a 
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When we examine the higher denominations, which 
circulate little, except between banks, we find that the 
silver certificates drop off suddenly, and that the gold 
issues have the field almost exclusively. The reason for 
this of course is that the banks prefer not to take any 
risks of a silver crisis. As silver certificates are as easy 
to handle and to count, there is no other reason why gold 
should be preferred; but this reason is quite sufficient. 
The New York banks receive silver certificates, but do 
not pay them out on checks unless they are expressly 
called for, and do not extend hospitalities to them above 
twenty-four hours. They are “turned in” to the sub- 
treasury at the first clearing. 

By a silver crisis, I mean the occurrence of any pre- 
mium, however slight, of gold dollars over silver dollars. 
No such premium can occur as long as the government is 
both able and willing to pay to its general creditors the 
kind of money they prefer to receive. »Its general credi- 
tors are all of its creditors except the holders of the gold 
and silver certificates. These are entitled to receive the 
kind of money inscribed on the face of the paper they 
hold. Practically, however, all of its creditors now stand 
on the same footing, since the holders of silver certificates 
can always turn them in to pay government dues. That 
the Secretary of the Treasury, whatever political party he 
may belong to, will always be willing to keep the differ- 
ent kinds of currency at par with each other as long as 
he is able to, I have no doubt. The consequences of not 
doing so are of unknown gravity, and because unknown 
will never be voluntarily incurred. 

Among the measures proposed during the present 
session of Congress, two have features of quite a novel 
kind. One of these, the Windom bill, has been touched 
upon by Professor Taussig. The other, the Senate Fi- 
nance Committee’s bill, provides for the purchase at the 
market price by the Treasury of $4,500,000 worth of 
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silver bullion each month, to be paid for by Treasury 
notes, which are to be “redeemable on demand in lawful 
money of the United States,” to be receivable for all gov- 
ernment dues, and to be available as reserves of the 
national banks. Section 3 provides that the Secretary 
shall coin as much of the bullion purchased as may be 
necessary to provide for the redemption of the Treasury 
notes issued. This defines the term “lawful money” as 
used above. It means redemption in silver dollars exclu- 
sively. It repeals the existing two millions per month 
law. It provides for the purchase of gold bullion, also, 
without limit; but, since the gold bullion is to be paid 
for in Treasury notes, which may be redeemed in “ lawful 
money,” and since Section 8519 of the Revised Statutes, 
which provides for coining gold bullion for the account of 
the owner, is not repealed, this clause of the bill may be 
disregarded. Holders of gold bullion will continue to 
avail themselves of Section 3519. 

The first noticeable thing in this bill is that it proposes 
a new addition to the circulating medium: Treasury 
notes ‘which are not legal tender, although convertible 
into legal tender, which arise from the purchase of silver 
bullion, and pass into the hands of the bullion sellers at 
the rate of $4,500,000 ‘per month. As these notes are 
receivable for duties and taxes, any excess not required 
for circulation will come back to the Treasury. Professor 
Taussig’s estimate of fifteen or twenty millions per annum 
as the probable amount of “large change ” that might be 
added to our circulating medium for some time to come, 
to keep pace with the increase of population and retail 
trade, seems to be justified by experience. If this is a 
substantially correct estimate, there would be an addition 
of thirty to forty millions to the government’s disburse- 
ments, or whatever the difference between the payments 
for bullion and the takings of the circulation might prove 
to be. It will be of no advantage to the holder of the 
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new Treasury notes that he can draw “lawful money of 
the United States” for them. Paying government dues 
with them comes to the same thing as long as there are 
any government dues to be paid, and is much more con- 
convenient than lugging silver dollars away from the 
Treasury. 

As Professor Taussig says, the government has hitherto 
been able to maintain gold payments only because its 
total income has exceeded its total expenses. Let the 
balance stand on the other side of the ledger, and its 
ability vanishes. It makes no difference whether the ex- 
cess of expenditure comes from too much pension-paying 
or too much bullion-buying or too much tax-repealing. 
There is now a surplus of $44,000,000 per annum over 
and above all payments, including those for the sinking 
fund. The bill proposes to add $34,000,000 to present 
disbursements, leaving $10,000,000 of surplus. If this 
surplus can be relied upon, if it is not swept off the bal- 
ance-sheet by increased appropriations, and if the public 
continue to buy silver certificates at the same rate as 
before, gold payments can still be maintained. But it 
would not be possible to continue the bond purchases, 
except to the prescribed amount of the sinking fund. 
The excess of silver bought over and above the takings of 
the public would accumulate in the Treasury. The up- 
shot of the whole business would be that the government 
had deemed it wiser to invest its surplus in silver bullion 
than in the payment of its interest-bearing debt. 

Some years ago, in a review of a speech of Senator 
Beck’s, I expressed the opinion that, under existing legis- 
lation,* the silver crisis will come, if at all, as the green- 
back crisis came, and will follow the same course, the gold 
premium being very slight at first and increasing slowly, 
and stopping at the point where gold and silver bullion 
are at equipoise with each other in the market. 


* Written June 1. 
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The premium on gold or the discount on silver, which- 
ever we choose to call it, may be arrested, if it comes, by 
fresh legislation. The people who have silver dollars, 
silver certificates, greenbacks, and national bank-notes in 
their pockets or on deposit in bank, for which they have 
paid, in labor or property, one hundred cents per dollar 
gold value, may demand of Congress that their money be 
restored to that value. If they do so demand, in some 
way it will be done. The banks cannot hold the immense 
mass of deposits and clearings at the gold standard, when 
the government’s legal tender notes are redeemed only in 
silver. The premium on their gold will be the property 
of their shareholders, and may be applied to an extra divi- 
dend or added to their surplus. It is a fact of some 
significance that the amount of gold held by the national 
banks of New York City exceeds their capital, and that 
the amount of gold and legal tender notes is about equal 
to their capital and surplus together.* 

The question whether the people would at once demand 
that parity be restored no man can answer. A certain 
number probably conceive that with the silver standard 
they would be able to pay mortgages and other debts at 
less value. But the temper of lenders has to be taken 
into account also. Very few debtors are able to pay all 
at once without borrowing again. Lenders will see to it 
that in the next contract their money does not go where 
it becomes a diminishing quantity. Nobody can answer 
for popular caprice. The deliberate judgment of the 
people after a sufficient experience with the silver stand- 
ard to test its realities is another matter. We see all the 
nations of the earth adopting the single gold standard as 
soon and as fast as they become rich enough to afford it. 


* The figures given in the last report of the Comptroller of the Currency 
for September 30, 1889, are : — 
Banks of New York City: — 
Capital, $48,850,000 Surplus, $33,094,329 Total, $81,944,329 
Specie, 59,087,892 Legal tenders, 18,209,227 “© $77,297,119 
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It is highly probable that, when we shall have had their 
experience with silver, we shall do as they have done and 
are doing. 

The question is sometimes asked whether it would not be 
best to let the silver advocates have their way and get cured 
by a dose of the medicine they have been so long clamoring 
for. The answer, as I conceive, should be something like 
this: When the silver advocates are strong enough, they 
will have their way; but it is not for the friends of sound 
finance to lend them any votes, or to retire from the field, 
or to do less than resist them by all fair and lawful means. 
At the same time, I think that, if the Bland free coinage 
bill had passed in 1878 instead of the Allison amendment, 
we should have gone through our measles long ago and 
got rid of silver, except as a subsidiary coin, and should 
not now be encumbered with $300,000,000 of a metal that 
we do not want. The silver now stored in the Treasury 
would have entered into our foreign commerce, and we 
should be richer by that sum. For my own part, I ceased 
long ago to borrow trouble about silver. Nations never 
learn anything satisfactorily about their bread and butter 
except by their own experience. If we could learn any- 
thing by the experience of others, we have Mexico and 
India before us as present examples. 

Horace WHITE. 














FREDERIC LE PLAY. 


NEARLY ten years have passed since Jevons expressed 
an opinion * that “the great French school... may yet 
be destined to be recognized, in regard to many of its 
doctrines, as the true scientific school of economics.” 
During the decade, however, there has been a marked 
drifting of English economists from the influence of 
French writers. Spreading linguistic knowledge has fa- 
vored the direct study of German authors, hitherto com- 
paratively neglected, except so far as they filtered through 
a French medium. And the vigorous growth of the new 
American school, pursuing historical studies in the do- 
main of our common past, has changed the parties of 
scientific rivalry. For over a hundred years English 
economists looked with emulation across the channel: 
to-day their eyes are turned across the Atlantic. 

Although M. de Foville assures us} that political econ- 
omy in France has lost ground during the past ten 
years, much useful work is quietly and steadily advanc- 
ing there. Admirable monographs upon the great econo- 
mists, the careful collection and exposition of statistics, 
and the practical application of economics to the prob- 
lems of profit-sharing and of housing the poor, are among 
the fruits of these labors. But the economic movement 
of highest importance is that which centres around the 
name of Le Play. For here we have the assertion of a 
new scientific method. There are not wanting country- 
men of Auguste Comte, who hail in Frédéric Le Play 
“the creator of social science.” And his following, con- 


* The Contemporary Review, January, 1881, p. 80. 
t In this Journal, January, 1890, p. 222. 
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siderable in point of numbers, is still more considerable 
for its activity and ability. 

As there is no biography of Le Play to which reference 
can, once for all, be made, it is necessary at the outset to 
give some account of his life and works.* 

Pierre Guillaume Frédéric Le Play, son of a custom- 
house officer, was born on the 11th of April, 1806, at the 
village of La Riviére-Saint-Sauveur, on the left bank of 
the Seine, three miles east of Honfleur. He was lastingly 
impressed in his childhood by the sufferings and priva- 
tions imposed upon the people among whom he lived 
through the blockade of the neighboring coast. During 
this blockade, the fishing industry of the region was 
entirely destroyed by the English fleet; and the distress 
of the fisher-families offered to young Le Play a terrible 
object-lesson in the imperious necessity of daily bread. 
He spent part of his childhood with an aunt at Paris, 
returned to Honfleur in 1815, studied at Havre from 1818 
to 1822, and after an interval of special preparation en- 
tered the Keole Polytechnique in October, 1825. Two 
years later he passed out fourth on the list and first for 
the department of mines, into which he entered at once, 
with a sense of freedom from barrack restraint, to the 
exercise of his predilections for social studies. His close 
comrade, Jean Reynaud, with an equal social enthusiasm, 
had steeped himself in the @ priori doctrines of J. J. 
Rousseau and the ideas of Saint-Simon. “Comme Rous- 
seau,” wrote Le Play in later years, “il croyait a la per- 
fection originelle des jeunes générations, et il pensait 
servir l’humanité en les arrachant 4 l’action oppressive 
des prétres et des gouvernants. II croyait, en outre, que 
le reméde était dans la suprématie de l’Ktat, imbu de la 

*The reader may refer to the Ouvriers Huropéens, vol. i., 2d edition; to 
Ch. de Ribbe’s Le Play d’aprés sa correspondance (Paris, 1884); to the journal 
La Réforme Sociale, passim ; and to scattered notices in Le Play’s writings. 


t In his later philosophy, ‘‘ the assurance of daily bread ’”’ and ‘‘ the prac- 
tice of morality’ are the ‘‘ two essentials’ of social happiness, 
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méme croyance et se donnant pour mission de l’appliquer. 
Il aurait souffert le martyre pour cette doctrine, et il 
passionnait les masses qui l’entendaient.” 

Against these preconceptions, Le Play was continually 
objecting stubborn facts which had come under his own 
observation. At length, the friends, to test their differ- 
ences, agreed to undertake together a long journey, com- 
bining foreign travel with the study of professional and 
of social questions. Already Le Play had so distin- 
guished himself in mathematics and natural science that 
he broke the fourth-year record of marks while still a 
second-year student. The authorities addressed to him 
a special letter of congratulation upon his feat, and their 
favor smoothed the way for the contemplated voyage. 
In May, 1829, then, the young travellers commenced their 
expedition, in the course of which they walked 6,800 
kilometres in two hundred days. They dwelt among, 
and specially studied, the miners, founders, wood-cutters, 
and wagoners of the Hartz Mountains, the rural popula- 
tion of the Saxon plain at their base, the coasting fishers 
of Hanover, Oldenburg, and the Netherlands, and the 
manufacturing population of Westphalia, Belgium, and 
the Rhine basin. Upon certain points, the friends soon 
agreed. They recognized the excellence of the great 
corporations instituted in the German states for working 
the metalliferous mines; and they were delighted to 
learn from the director-general of the Hartz mines that 
the technical processes of the work were only a secondary 
detail of his functions, his main duty being to look after 
the welfare of the operatives. 

“Cependant,” says Le Play, “nous ne réussimes point 
& nous entendre sur ‘la question sociale’ seulement, nous 
comprimes qu’elle était beaucoup plus compliquée que 
nous ne l’avions d’abord supposée. Je m’affermis dans 
la pensée que la solution se trouverait en grande partie 
dans les coutumes du passé. Mon ami, au contraire, con- 
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serva ses convictions sur la doctrine du ‘ progrés continu.’ 
En résumé, nous revinmes 4 la fois plus divisés d’opinion 
et meilleurs amis que jamais.” This was what might 
naturally have been expected. 

Led by his training in mathematics and natural science 
to attach supreme importance to precise and methodical 
observation, Le Play proceeded to set in order forthwith 
the notes made during this voyage. In the course of the 
winter, however, he met with a chemical accident which 
deprived him for eighteen months of the use of his hands. 
This retarded the appearance of the journal till 1832. In 
that year, he was appointed director of the laboratory and 
co-editor of the Annales des Mines, and published in the 
Annales a valuable statistical paper, entitled Observations 
sur le mouvement commercial des principales substances 
minérales entre la France et les puissances étrangéres, pen- 
dant les douze derniéres années, et particuliérement pen- 
dant les années 1829-31. The facts garnered and the 
economic reflections suggested during the voyage to the 
Hartz went far to enrich this paper and to confirm Le 
Play in his project of making annual journeys with simi- 
lar aims. 

In 1833, at the request of the Spanish government, he 
undertook to furnish a geological and statistical sketch 
of the mineral resources of Spain. He had barely com- 
pleted-his travels in the peninsula when he was forced to 
return to France by fever, but at once published his re- 
port, Observations sur histoire naturelle et la richesse 
minérale de Espagne (1834), an octavo volume illus- 
trated with sketches made on the spot. The report at- 
tracted much favorable attention. The permanent Com- 
mission of Mining Statistics, just formed, was handed 
over to the charge of Le Play. He now systematically 
spent his six months’ summer vacation in successive voy- 
ages. Belgium, England, Russia, Italy, the north and 
south of France, were visited before 1840. In England, 
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his model nation, Le Play noted with regret the disap- 
pearance of numerous rural communities and small indi- 
vidual properties, and marked a diminishing sense on the 
part of large land-owners and manufacturers, of personal 
responsibility for the condition of those in their service. 
Social harmony and stability were, he thought, endan- 
gered by such a change. 

In 1837, at the invitation of a rich Russian land-owner, 
M. Anatole Demidoff, Le Play made a scientific study of 
the carboniferous soils of Donetz, situated on the Don 
between the Caspian Sea and the Sea of Azov. This 
voyage gave him entirely new views of the social condi- 
tion of Russia. Contrary to his expectations, he found 
the peasant contented, comfortable, and obedient to an 
admirable morality. As in Spain, master and man were 
united by a familiarity kindly on the one side, respectful 
on the other. He was struck by the fact that a nobleman 
who had built a church worshipped in it, with his family 
undistinguishably dispersed among the peasants, and, if 
he came late, remained standing with others near the 
door. Thenceforward, Le Play says, he clearly saw that 
the reciprocal dependence of land-owners and peasants 
was the strength of Russia. About this time, he ad- 
dressed to the minister of commerce some interesting 
reports upon the economic and commercial organization 
of Southern Russia. He found M. Demidoff’s. mines 
worked by old and costly methods, and suggested reforms, 
which, having been taken into partnership, he carried out 
with success. After his return to Paris, he continued 
for a time to direct the forty-five thousand men working 
under his orders in the Urals. 

In 1840, he was appointed to the chair of metallurgy 
at the School of Mines. The same year appeared his 
Vues générales sur la statistique, suivies d’wn apergu d'une 
statistique générale de la France. He now travelled in 
turn to England, Germany, Russia, Denmark, Sweden 
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and Norway, Belgium, Austria, Hungary, Italy, Switzer- 
land, and Turkey, digesting every winter the facts col- 
lected in the summer. In 1848, he published an exhaus- 
tive work, entitled Descriptions des procédés métallur- 
giques employés dans le pays de Galles pour la fabrication 
du cuivre, et recherches sur l'état actuel et sur l’avenir 
probable de la production et du commerce de ce métal. He 
describes the book (496 octavo pages, with plates) as the 
fruit of three visits to Wales, between 1836 and 1843, 
and of subsequent correspondence. He meant it to be 
regarded as a specimen portion of a complete work upon 
the metallic art of the nineteenth century, upon which he 
had worked for six years, and for which he had amassed 
voluminous materials at great expense. But his activity 
was now turned into other channels. 

Already his reputation as a student of social science 
was bruited about. The Revolution of 1848 brought 
labor questions sharply to the front. Jean Reynaud, who 
had abandoned Saint-Simonism, and was now under-Sec- 
retary in the provisional government, prevailed upon Le 
Play to give the ministers the benefit of his knowledge. 
In the official conferences which took place, Le Play’s 
apt facts were often accepted as decisive upon a ques- 
tion of policy. Francois Arago urged him to publish his 
observations. Thiers, led by Victor Lanjuinais, pressed 
for the plan of social reform of which Le Play’s friends 
were speaking so highly. Similar requests were made by 
Lamartine, Carnot, De Tocqueville, and others. Thus 
urged, quitting with regret the studies which, as he says, 
had been the charm of his youth, he flung himself with 
devotion into what appeared to him a patriotic duty. 

Shortly after this, however, he was sent to London as 
a representative of France at the Exhibition of 1851. 
With his habitual thoroughness, he wrote a report upon 
the cutlery and steel instruments exhibited. The report, 
separately printed at the Imperial Press, has been de- 
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clared to form a complete treatise. He was next ap- 
pointed a commissioner for the Paris Exhibition of 1855. 
Upon him devolved the classification of products, and, 
shortly after the opening of the exhibition, the title and 
duties of Commissioner-General. He was rewarded for 
his services by being made the same year a Councillor of 
State, and was again made Commissioner-General of the 
French section at London in 1862, and of the French 
Exhibition of 1867. The ingenious method of arranging 
the exhibits so as to admit of easy comparative study, 
successfully carried out in this exhibition, was entirely 
due to Le Play.* The general plan was shaped like a 
broad ellipse. Products of the same class were ranged 
in concentric zones, in such manner that by walking 
along the radiating avenues the whole exhibits of single 
countries could be seen; while a journey around one 
ring showed cosmopolitan exhibits of a single article or 
group of articles. The highly interesting and important 
section of Social Economy in the recent Paris Exhibi- 
tion ¢ is the direct lineal descendant of an inspiration of 
Le Play in 1867. He caused a section to be prepared, 
classed by country and epoch, under the name of Histoire 
du Travail,—which innovation, we are told, was con- 
sidered by eminent men un grand événement scientifique. 
He succeeded in introducing into the exhibition yet 
another remarkable feature. Title IV., Article 30, of the 
Regulations runs thus: — 


A distinct order of recompense is created in favor of persons, 
establishments, and localities, which by special organization or insti- 
tutions have developed a feeling of harmony among all those who 
co-operate in the same work, and have assured the physical, moral, 
and intellectual well-being of the workmen. 


*It is only fair to note that two Englishmen, Maw and Payne, had pre- 
viously suggested such a form for the first (English) exhibition. They in- 
sisted that Le Play heard of their plan while in England. 

tAn article upon “Social Economy at the Paris Exposition,” by Mr. 
Edward Cummings, appeared in this Journal for January last, p. 212. 
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The discussions of the international Jury social, composed 
of twenty-five representatives of the different countries 
of the world, and disposing of a grand prize of 100,000 
francs, with ten prizes of 10,000 francs each, bore out 
his manner of regarding the operation of wealth-produc- 
tion, and gave him an excellent opportunity of adding 
to his facts and of spreading his opinions. On the 30th 
of December, 1867, the Commissioner-General was ap- 
pointed a Senator in recognition of his distinction in 
social, economic, and political science. He kept his post 
until the fall of the empire carried the imperial Senate 
with it. Thenceforward he refused to enter into political 
life. 

The first great work which appeared from the pen 
of Le Play was Les Ouvriers EHuropéens,* published at 
the expense of the State from the Imperial Press, in large 
folio, in 1855, at the time of the first French International 
Exhibition. This work contained thirty-six of the most 
representative out of three hundred family monographs 
compiled by the author from personal observation during 
his travels since 1829. Of the method employed we shall 
speak hereafter. At present, it suffices to remark that, in 
his anxiety to verify, complete, and classify his facts, 
Le Play had visited England seven times, Germany al- 
most as often, Russia and Italy thrice, Spain and the west 
of Asia twice. The book created a sensation in economic 
circles. Arago, who had instigated its publication seven 
years before, died in 1853, while it was still under the 
scrupulous revision of the author. But Michel Chevalier 
made it the subject of a grand et beau rapport before the 
Academy of Science, which referred it to a committee ; 
and this body, through the mouth of Charles Dupin, thus 
concluded its long report: “Ce travail est nouveau par 
son point de vue, par son ensemble, par son esprit mathé- 


*Its full title is Les Ouvriers Européens, études sur les travauz, la vie 
domestique, et la condition morale des populations ouvriéres de I’ Zurope. 
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matique a |’égard des faits constatés; par l’esprit de modé- 
ration avec lequel les idées propres & |’auteur sont présen- 
tées, soit 4 titre d’explications, soit 4 titre de consé- 
quences.” On the motion of Dupin, the Monthyon prize 
of statistics was conferred upon the author (28th of Janu- 
ary, 1856), the Academy expressing a hope that the vein 
of study opened out by the work might be continuously 
explored. 

In less than three months sprung up the Société inter- 
nationale des études pratiques d’Kconomie Sociale, to 
carry this wish into effect. In founding the society, Le 
Play received the adhesion of J. B. Dumas, Villermé, 
Dupin, Mathieu, Michel Chevalier, A. Cochin, Focillon, 
and other economists. The society has now produced 
nearly a hundred family monographs in successive vol- 
umes, under the title of Les Ouvriers des deux Mondes, 
and continues its work with unremitting energy on the 
lines of the Ouvriers Européens, a new monograph ap- 
pearing every quarter. The folio édition de luxe of Le 
Play’s great work was exhausted almost at once. The 
Academy made known its wish that a handy edition should 
be published at a price within the means of humble 
buyers. But it was not until 1877-79 that a second 
edition appeared, in six octavo volumes, with the mono- 
graphs brought up to date and extended to fifty-seven. 

In 1864, Le Play published, in three volumes, La Ré- 
forme Sociale en France, déduite de Vobservation comparée 
des peuples européens. Sainte-Beuve * in two fine articles 
at once called the attention of the reading world to the 
author. Schaeffle+ is amazed that a Frenchman can 
write such a book, “the matured result of a crowd of 
detailed studies, founded upon experience and facts,” 
instead of (as he expected to find) “ill digested and 
infantile theories, pretending to improvise the happiness 


* Nouveaux Lundis, t. ix. pp. 161-201. 
t Deutsche Vierteljahrschrift, 1865, Heft IV., 2 Nr. exii. 
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of humanity, the transformation of society, .. . empty 
words, brilliant phrases, ...a plan of reform concocted in 
an hour.” Roscher* says that the traditional school of 
Germany can show no work of social reform comparable 
to this of Le Play, who is at once profound, moderate, 
and practical. Montalembert +} characterizes it as “the 
most original, useful, courageous, and, in every sense, 
powerful book of the age.” It has now reached its 
seventh edition. 

In November, 1869, Le Play was summoned to dine 
with the emperor and his family at Saint-Cloud, and 
spent the evening in discussing social evils. The em- 
peror, always interested in Le Play’s efforts, begged him 
to write a short work on labor questions, drawn from 
La Réforme Sociale. The result was L’ Organisation du 
Travail (1870). Napoleon adopted the book, and caused 
it to be presented to two of his ministers; but any 
schemes of social reform were set aside by the outbreak 
of war. The work passed through five editions. It was 
translated by G. Emerson, and published at Philadelphia 
in 1872. His other main works are L’ Organisation de la 
Famitie (1871), La Paix Sociale aprés le désastre (1871), 
La Constitution de l’ Angleterre (1875) in two volumes, in 
collaboration with M. Delaire, and La constitution essen- 
tielle de Vhumanité (1880). 

As in the crisis of 1848, so in that of 1870, Le Play 
received numerous and pressing inquiries from all sides, 
and, in the latter year, requests that he would take steps 
to propagate his doctrine. The Unions de la Paix Sociale 
were then founded in 1872. They consist of small, local, 
autonomous groups, which study and apply the teaching 
of Le Play, with special reference to the social problems 
of their own neighborhood. The unions soon numbered 
fifteen hundred members, and have now more than 


* Geschichte der Nationalékonomik in Deutschland, 1875. 
t Lettres, 8 janvier, 1866. 
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doubled that total. The works of their founder are 
supplied to them at cost price by the great publishing 
firm of Mame at Tours, fervent members of the unions, 
which comprise not only individuals, but such well-known 
institutions as Le Creusot, La Compagnie d’Anzin, La 
Société de la Vieille Montagne, and others. The unions 
are organized from the office of the Société d’ Economie 
Sociale, at Paris. Once a year a general reunion of the 
society and the unions takes place. Reports are ren- 
dered, papers read and discussed, and visits paid to points 
of industrial interest. Social intercourse is promoted by 
common work during these few days and by a terminal 
banquet. The presidents of the last six years have been 
MM. Cheysson, Ferdinand de Lesseps, Paul Pont, Picot, 
Paul Leroy-Beaulieu, and the Cardinal Lavigerie. 

In 1881 appeared under the patronage of Le Play La 
Réforme Sociale, the fortnightly organ of the society 
and of the unions. The journal, which maintains a 
healthy existence, focusses the studies of members, gives 
accounts of the periodical reunions, and generally keeps 
its readers abreast of economics by valuable articles well 
up to date. Among the best known contributors have 
been H. Taine, H. Baudrillart, Stourm, Réné Lavollée, 
Fournier de Flaix, Claudio Jannet, A. Raffalovich, Ch. 
Grad, Brants, Delaire, Ch. Dejace, U. Guérin. 

The programme of the first number (15th of January, 
1881) opens with these words : — 


La France est livrée depuis un siécle aux théories et aux systemes, 
et elle n’a abouti qu’s la confusion des idées, & l’antagonisme des 
classes, & l’instabilité des institutions. Onze révolutions, dix-neuf con- 
stitutions successives, dont chacune devait étre définitive et qui toutes 
ont été éphéméres, voila notre bilan. Il est peut-€tre temps de s’ar- 
réter dans cette voie et de demander enfin; non plus aux expériences 
personnelles, mais & l’expérience de tous les peuples la solution des 
problémes sociaux. 

L’économie politique ne saurait suffire & une pareille ceuvre. Elle 
se définit elle-méme la science de la richesse; elle étudie les moyens de 
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la créer et de la répandre. Or, il s’agit aujourd’hui, bien moins de 
développer la richesse que d’assurer la stabilité, la paix sociale, en un 
mot cette somme de bonheur que l’homme peut légitimement espérer. 
C’est 1& l’objet de la science sociale fondée sur l’observation. 


These few sentences are a good index to the attitude 
of the school. Moral and social harmony it considers of 
paramount importance; for without these wealth itself 
may be merely an irritative to feud, pride, bad blood, and 
envy, if not an instrument of positive oppression. But, 
though it never confines its gaze to material prosperity, 
its view of social problems includes of necessity the 
study of wealth. And so it is that the title-page declares 
the journal to be published by “a group of economists.” 
The breadth of view and spirit of tolerance of the school, 
joined to its energetic and impartial collection of eco- 
nomic facts, have secured for it at one time or another 
the adhesion of widely differing writers,— Wolowski, 
Luzzatti, Cantu, Levasseur, Turquan, Sedley Taylor, 
St. George Mivart, Funck Brentano, Ch. Robert, Batbie, 
Vacherot, Ch. Périn. 

At the end of March, 1882, Le Play sought to turn to 
account the French occupation and geographical explora- 
tion of parts of Africa by procuring family monographs of 
Arabs, Kabyls, and the fellahs, rural and urban, of Egypt. 
On the 3d of April he gave his weekly “ At Home,” of that 
unique kind where five or six languages were spoken, 
where Turkish ambassador, French bishop, English M.P., 
people of all countries and callings, conversed together of 
history, politics, and social science. Two days later he 
died suddenly and painlessly from an affection of the 
heart. He left an only son, M. Albert Le Play, to whom 
his brother economist, Michel Chevalier, had given a 
daughter in marriage. 

He was buried without pomp at his Limousin home, 
having renounced by anticipation the attendance of a 
regiment of soldiers, to which his rank entitled him: — 
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“L’ami le plus éclairé, le plus vigilant, que la classe ouvriére ait 
jamais eu,” writes M. Jules Lacointa, “avait formulé le désir que l’on 
distribuat aux pauvres la, somme qui efit dQ étre dépensée.... 
Autour de [son] cercueil se rencontrérent, dans un méme élan de véné- 
ration et de respect, les représentants les plus considérables de 
partis différents. Il y aurait eu la mieux qu’un éloquent hommage, 
c’aurait été un vrai triomphe, si ce rapprochement d’un instant edt 
pu étre réel et durable. 

“Le lendemain, soixante-seiziéme année de sa naissance, le restaura- 
teur moderne de la science sociale était inhumé dans une sépulture 
de famille, au territoire du Vigan, auprés de son domaine de Ligoure, 
au cceur méme de la France.” *... 


There is significance in the recounted titles of honor of 
Frédéric Le Play: Inspector-General of Mines, Councillor 
of State, Senator of the Empire, Commissioner-General 
of the Universal Exhibitions of 1855, 1862, and 1867, 
Founder of the Société d’ Beonomie Sociale, Grand Officer 
of the Legion of Honor, Grand Cross of the Orders of 
Saint Stanislas in Russia, of Francis Joseph of Austria, of 
the Red Eagle of Prussia, of Saint Maurice and Lazarus 
of Italy, of Gustavus Wasa of Sweden, of the Conception 
of Portugal, of Merit of Hesse, of Frederic of Wiirtem- 
berg, of Nichan Ifrikhar of Tunis, of the Rose of Brazil, 
of the Medjidieh of Turkey, of Saint Michael of Bavaria, 
Grand Officer of the orders of Leopold of Belgium, of Gua- 
daloupe of Mexico, of the Lion of Baden, and of Henry 
of Brunswick, Commander of the orders of Danebrog of 
Denmark, Albert of Saxe, Saint Gregory the Great. We 
look in vain for an English order in this cosmopolitan list. 
But it is by none of these descriptions that he wished 
to be remembered. Under his bust, the work of Chapu, 
he caused to be graved simply the words “ Frédéric 
Le Play: auteur des Ouvriers Européens.” 


It is often instructive to examine the immediate ver- 
dict of contemporary opinion. On the death of Le Play, 


* Le Correspondant, 25th of April, 1882. 
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the Paris correspondent of the Times* telegraphed an 
obituary sketch, in the course of which Le Play is de- 
scribed as “the Catholic economist.” ‘Some of his dis- 
ciples,” continues the notice, “are professors in the Cath- 
olic University of Paris; and Catholics have been accus- 
tomed to speak of him as the intellectual doctrinal 
superior of Mr. Herbert Spencer. This evening’s clerical 
journals, however, while warmly eulogizing him, demur 
to his principle of social laws being ascertainable by 
observation, without calling in revelation. He appar- 
ently expected or desired the revival of some patriarchal 
form of society.” 

It is misleading and incorrect to call Le Play a Catho- 
lic economist. Leo XIII., it is true, wrote a brief in his 
praise after his death. Cardinals and priests are among 
his admirers. Many (by no means all) of his adherents 
are Catholic, as he was himself. The Catholic Church in 
France, as Blanqui long ago noticed, has tremendous 
opportunities of social influence; and these it is begin- 
ning to utilize, as it realizes them, in the world of indus- 
try. But Le Play does not carry anything of sect or 
party into his science. In fact, M. Ribot wrote an able 
book + to argue at some length that Le Play had every- 
where substituted morality for religion, the decalogue for 
the gospel, and had shown systematic indifference (if not 
actual hostility) to the Church itself. He objects to con- 
vents, as taking girls away from the duties, affection, and 
domestic influences of home, and as weakening parental 
responsibilities. There are, he thinks, too many priests. 
The father should see to the moral as well as the material 
breeding of his children, and not relegate his duties to 
an army of clergy. Nor does he conceal his dislike of the 
monastic orders. The family, in these as in other cases, 


*The Times, 7th of April, 1882. 
t Paul Ribot, Du réle social des idées chrétiennes, suivi d’un exposé critique 
des doctrines sociales de M. Le Play. Paris, 1879. 
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is the touchstone by which Le Play tests institutions. 
Like Adam Smith, he believes that man is “led by an 
invisible hand”; but it is not to seek his economic advan- 
tage,— it is to work social mischief; and this “ natural ” 
tendency requires to be checked by parental authority 
and by the inculcation of morality. He does not, how- 
ever, allow the Catholic to appear behind the moralist. 
The reproach that he views religion as a means to moral- 
ity is probably due to his anxiety to secure a greatest 
common measure of general acceptance by the process of 
elimination.* So much to show in what sense he is a 
Catholic. 

Nor is the word “economist,” applied to him, likely to 
escape challenge. Le Play did not follow the lines of 
Adam Smith or of J. B. Say. He wrote no text-book 
upon political economy. He has nothing to say about 
the theory of value, the doctrine of rent, or the principle 
of population. His statistical compilations, his social 
philosophy, his historical inquiries and proposed reforms, 
might, after all, be thought to lie outside the boundaries 
of economic science. But the French conception of the 
extent of those boundaries has often been wider than 
that which obtains elsewhere. Diderot goes so far as to 
declare the Mosaic law “a masterpiece of political econ- 
omy.” And, apart from this view, Le Play rendered 
valuable service to economics in at least two respects. 
His method of family monographs, as exhibited in Les 
Ouvriers Huropéens, struck an unworked mine of research 
in the matter of the consumption of wealth. His study 
of man, as shielded by custom from being blown about 
by every breath of economic influence, is calculated to 
make more exact the speculations of economists who wish 
“to allow for friction,” but have no definite criterion of 
the coefficient in the case. 


* And so he quotes Proudhon’s rhapsody on the decalogue with evident 
pride of an unwonted ally. 
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The whole fabric of Le Play’s labors “to ascertain 
social laws by observation” is founded upon the Ouvriers 
Européens. In compiling the monographs for that book, 
he first sought out some “social authority,” * with whose 
aid he obtained admittance into a trustworthy family, 
considered by his adviser a fair type of its class. He 
lived in the family from eight days to a month, and, as he 
spoke five languages, could generally obtain the facts 
direct. An exhaustive schedule, elaborated by experi- 
ence, secured completeness and uniformity, and facili- 
tated comparison. By way of breaking the ice, Le Play 
first inquired into the family history, and made a distinct 
advance towards intimacy by his sympathy as a listener. 
Step by step, tact and good nature and a frank explana- 
tion of his scientific purpose won over his hosts to enter 
into the spirit of the inquiry with more than mere pecun- 
iary interest, till the skeleton outline became an ex- 
tremely vivid picture of family life, bearing in every feat- 
ure the impress of truth. An example will suffice to 
show the varied interest of the monograph,—the true 
Histoire naturelle et sociale d’une Famille, from which the 
mind of the great French novelist has flown off ata dis- 
ordered tangent. Every nation of Europe is passed in 
review. But the Uralian shepherd, of half-nomadic habit, 
whose simple life passes largely in the open air under 
the eye of the stranger, does not, perhaps, test his method 
very severely. We may take the shortest of his four 
English monographs, and judge how far the London 
workman — most jealous of intrusion into his domestic 
life and private affairs— has yielded up his story to this 
searching scrutiny. In the appendix the reader will find 
a monograph on the life of a London cutler, a fair ex- 
ample of the results of Le Play’s method. 

Le Play’s monographs have been consistently admired. 
But they do not escape criticism. How do we know, 


* Le Play enriched the French language with the phrase autorité sociale. 
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asks Léonce de Lavergne, that this family is really a 
type, unless we have more general statistics? I am 
sceptical, hints M. Ch. Gide, of your centesimal accu- 
racy, and of the mathematical precision with which the 
receipts and expenses are equalized. Must I believe that 
you passed a whole year in the kitchen, a pen in one 
hand and a balance in the other? Or is there not a little 
dust thrown in the eyes by a process of adjustment? 
And may not the most opposed conclusions be drawn 
from the same monograph? The times, you think, are 
out of joint. Bastiat would have proved, on identical 
premises, that the joints are all well oiled and in good 
working order. Le Play, says an official memorandum, 
prefixed to a recent parliamentary return,* did not give 
his “study a properly statistical form, as his work, 
though minute, related to a very few families only.” 
Something may perhaps be said in mitigation of these 
strictures. The value of statistical compilations depends 
very much upon the uses to which they are applied. Le 
Play’s purpose could not have been served by the dead 
level of averages. Inequalities of social condition do not, 
in fact, compensate each other. The surfeit of A and 
the hunger of B do not mutually eliminate. It is hardly 
too much to say that the man who is in more than a few 
points the “average man” of statistics does not exist: 
he is an arithmetical fiction. Le Play’s single picture is 
at least true. The local impression that the family 
neither is nor has “anything out of the common” may 
prove inaccurate under analysis. But the necessary cor- 
rection can always be introduced when the variation of 
a detail is striking. And the very multitude of concrete 
facts is a safeguard against hasty generalization in any 
* Labor Statistics, Returns of Expenditure by Workingmen, c. 5861. 1889. 
The Memorandum, which erroneously describes Le Play as a Belgian engineer, 
contains thirty-four skeleton budgets, sent in response to seven hundred and 


thirty circular schedules. It is hoped that the experiment will be continued 
with greater success. 
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one direction. Le Play’s defence of the ‘odd centimes” 
is that his product must agree with the factors. He pre- 
fers fractions here to fractions in the weights; and to 
confine himself to even francs would necessitate the sup- 
pression of many small but interesting and characteristic 
facts involving expenses less than a single franc. His 
odd centimes may, however, generally be neglected with 
safety. The balance seems to be reached empirically. 
The normal standard of comfort once arrived at, any 
deficiency is regarded as “privation.” Given an annual 
saving, the surplus is a known amount. The trimming 
of the budget by the experienced inquirer, revising it 
with close knowledge of the facts, may be preferable to 
the leaving a balance unaccounted for. On the other 
hand, the “leakage,” so characteristic of many small 
households, ought not to be spread over other articles 
of consumption. The objection that deductions from 
the monograph may differ is really a testimony to the 
impartial truth of its facts. 

And upon this it is well to insist, lest it should be 
supposed that Le Play’s method stands or falls with his 
doctrine. What that doctrine is cannot well be both 
clearly and concisely stated, partly because it was pro- 
gressive during the long life of the author, partly because 
its preponderant moral side gives it an intangible, if not 
at first sight, an impracticable air. 

The central feature of La Réforme Sociale, generally 
considered his principal work, is the importance attached 
to the family,— the pivot of his social reform. Le Play 
could not have written The Man versus the State: he 
might well have written The Family versus the State. 
He is jealous of legislative interference with the devolu- 
tion of its property. Where this devolution is not regu- 
lated by custom, let there be free bequest. There are, he 
considers, three types of families. At one extreme the 
patriarchal, with its integral transmission of property to 
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a new head, presiding with unquestioned authority over 
the communal welfare. Here custom has a regularizing, 
but at the same time a deadening effect. Obedience 
leaves little room for initiative. The less able or indus- 
trious profit at the expense of those superior in ability or 
energy. At the other extreme lies the unstable family, 
whose disintegration, together with its substance, he 
thinks it impossible to prevent without freedom of 
bequest. The family is the cellular unit of his society. 
“La société francaise,” he wrote on one occasion, “n’est 
plus que la liquidation en permanence.” The phrase 
might have been applied to the family as he saw it in 
France, crumbling from generation to generation instead 
of preserving the prolonged existence of a corporate body. 
Between these forms lies the stock family (famille-souche), 
combining the authority of the parent with the liberty 
of the children, the stability of the patriarchal family 
with the progress in material operations actively adopted 
by the unstable family. Under this system, the head of 
the family takes into a sort of partnership one or more 
of his children, by whom the business is continued with- 
out loss of tradition and with inherited skill and business 
good will. A law of succession operating to force parti- 
tion mutilates the family as an educating force and stifles 
its expansion. The moral influence of such a law he con- 
siders so subtly injurious that its modification is an indis- 
pensable preliminary to any serious reform. The perma- 
nence of home once secured, it is necessary, whenever 
possible, to establish home industry, lest the dwelling 
become a mere sleeping accommodation. Electricity, 
compressed air, co-operation, are to be seized upon to aid 
in this development. With this capital exception as to 
the right of testation, there is little that Le Play demands 
of the State. Even here, he asks for the removal of leg- 
islative fetters. An advocate of freedom, of enterprise, 
private initiative, and self-government (an expression 
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which he constantly uses in its English form), he sets his 
face sternly against Socialism. He is no less opposed to 
laissez-faire, as a serious moral dereliction. The absentee- 
ism of landlords he thought unpardonable for its want of 
sympathy, its neglect of opportunity, and its dangerous 
consequences. While contemporary economists were still 
firmly imbedded in “ capitalistic” theory, he saw clearly 
the overwhelming importance of the employer-function. 
“ Le sécret de la paix des ateliers est dans le dévouement 
des patrons,” and elsewhere he declares that the masters 
were the first to break the tie of industrial harmony. It 
is for them to knit up the ravelled skein. When they do 
their duty, the most difficult problems find their own 
solution, The main objects of their solicitude should be 
to make their employment as permanent as possible; to 
have a complete understanding upon wages, their amount 
and mode of payment, leaving no room for mistake or 
dispute ; to ally the workshop industry with a secondary 
occupation at home (such as the care of a kitchen garden, 
cow, or pig); to give facilities for investing savings; to 
assist the family to acquire its home (as at Mulhouse) ; 
and to encourage the respect and protection of women. 
Where these “six good customs” are observed there are 
always happy.relations between masters and men. The 
Ouvriers Européens and the report of the great inter- 
national jury * are characteristically appealed to rather 
as authorizing than confirming this statement. 

So much for the employer. Coming more directly to 
the family, the father must not shrink from the duty of 
exercising a wise authority, the children must render 
filial devotion. All alike must observe the precepts suc- 
cinctly expressed in the decalogue. In the science and 
art of the production of wealth, indefinite progress is 
possible. But there is no room for improvement in the 
moral law. Le Play might herein have adopted the 


* Ante, page 415. 
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maxim of Pascal: “ Toutes les bonnes maximes sont dans 
le monde: on ne manque qu’a les appliquer.” 

La Réforme Sociale is distinguished throughout for its 
moral courage,— a quality which had enabled Le Play to 
tell the Czar Nicholas to his face that bureaucratic despo- 
tism was the scourge of Russia. While France was in 
the height of her imperial prestige and material prosper- 
ity, he even deplored her proud position, because it hid 
from view the gravest social evils. The organization of 
the family, of industry, of the State, is relaxing. Re- 
form! Reform! or you will give place to a nation of 
sterner moral fibre,— such is the burden of his cry. And 
the catastrophe of 1870 contributed not a little to his 
reputation. But, in the hour of gloom, he changed his 
note to one of hope. “At no epoch of its history,” he 
wrote, “is a people fatally doomed either to progress or 
to decline. It does not necessarily pass, like an individ- 
ual, from youth to old age. It may, by corruption, fall 
into decay ; but it finds prosperity again in returning to 
virtue.” 

A word remains to be said as to the assertion that Le 
Play desired the revival of the patriarchal family. On 
first acquaintance, he has, no doubt, a reactionary air. 
But this is largely dispelled by a closer view. Schaeffile, 
indeed, declares him equally opposed to reaction and to 
revolution. But his place, it must be admitted, is rather 
with the right wing than in the centre. He explicitly 
states that the patriarchal family is entirely unsuited to 
developed societies. Just, however, as Ricardo assumes 
contracting savages, in order to bring great economic 
laws into clearer light, so Le Play frequently appeals to 
the early family to show, with more simplicity, the work- 
ings of fundamental moral laws. And Le Play has the 
greater historical justification. His historical sense is 
always very keen. If we are to make the most of the 
present, we must, he urges, study the past which led up 
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to it. He is all for revolutionary development, but not 
for an inert fatalism. What society evolves depends very 
much upon the moral atmosphere in which it lives. 
Few moral teachers have escaped the charge of being 
impractical, and Le Play is no exception to the num- 
ber. Yet there are probably few French economists, still 
fewer French lawyers, who are now prepared to entirely 
defend, as it stands, the portion of the Code Civil which 
he attacked. Germany had hardly entered into posses- 
sion of Alsace-Lorraine before it modified the laws of suc- 
cession in the direction of Le Play’s suggestions. The 
latest speech (May 6, 1890) of the Emperor William in 
the Imperial German Parliament is in favor of abolishing 
Sunday labor, and declares the necessity “of strengthen- 
ing paternal authority, in view of the growing spirit of 
insubordination in youthful workers.” The address of 
the pope to the French pilgrims last year, consciously or 
unconsciously, followed very closely the system of Le 
Play. The activity of the school itself is remarkable. 
M. Kile de Laveleye, writing to Le Play at the end of 
1881, congratulates him, not only upon his excellent 
works, but, better still, upon the zealous disciples he is 
forming. Confined to the collection of social facts, they 
have always their work within reach,—a stimulus to 
exertion needed by many minds. The four great gold 
medals awarded by the Academy last year for the first time 
(Audéoud Prize), to encourage efforts tending to improve 
the lot of the working classes, fell, one to the Société 
d’ Economie Sociale, and two to its members, MM. Réné 
Lavollée and Eugéne Rostaud. Of the two grand prizes 
(the highest awards) in the department of learned soci- 
eties (Section III., Section d’Heonomie Sociale) of the 
Paris Exhibition of 1889, one went to the Société d’ Eeo- 
nomie Sociale, the other to the Labor Department of the 
United States Government (Hon. Carroll D. Wright). 
Commissioner Wright, it may be mentioned, was a vice- 
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president of the last congress of the Société and the 
Unions. His letter of acceptance contains an expression 
of opinion that Le Play’s aim and spirit put his work 
into the first rank, and give him a place apart among the 
promoters of social science. “The Organisation du Tra- 
vail,” he says, “has been one of the most fruitful studies 
it has been given to me to make.” 

To conclude, what are the main services of Le Play to 
economic science? Two have already been suggested,— 
a study of the consumption of wealth and of custom. 
Text-writer follows text-writer with touching fidelity in 
defining economics as the science of the production, dis- 
tribution, and consumption of wealth. It is, therefore, 
not a little surprising that they do not seriously consider 
the consumption of wealth at all. And yet, as Jevons 
says, “the whole theory of economy depends upon a 
correct theory of consumption.” Of domestic economy 
this is obviously true. How is it that with “ more matter 
and less art” the London workman is worse fed and 
worse clad than the Paris workman of equal purchasing 
power? And why does our borrowed gastronomy stop 
short at the haute cuisine? The monographs of Le Play 
show directly the standard of comfort which plays so im- 
portant a part in modifying the principle of population 
and in maintaining the rate of wages. They throw light 
upon the extent to which real and nominal wages differ ; 
upon the effects of fluctuating wages, correcting the cri- 
terion of relative advantages afforded by “average earn- 
ings”; upon the incidence of this or that indirect tax, 
or of the whole scheme of taxation, upon a particular 
class of consumers*; upon the construction of an index 
number of a special character. They afford some evi- 
dence of the animal power and vigor of the wage-earner, 
—an application utterly overlooked by Mill, whose essay 


*The late Mr. Dudley Baxter attempted to ascertain this by means of 
special statistics of household consumption. 
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on “The Influence of Consumption upon Production” 
should have been called “The Influence of Consumption 
upon Capital,” seeing that it does not examine the influ- 
ence of consumption upon the human agent in production, 
—the “producer” par excellence. They are a standing 
record of retail prices, often very different from wholesale 
prices, and never so sensitive.* And, by enlightening 
public opinion, they may make it a valuable deterrent to 
the employment of men at a starvation wage. It wasa 
shrewd notion of the East London dock-laborers, during 
their great strike, to carry in procession “the docker’s 
dinner,”—a herring, cheap vegetables, and a tiny loaf. 
Unimaginative people, assured that men could live in 
(vegetarian) luxury at lid. a day, felt no indignation at 
mention of 5d. an hour, but by the sight of the “real 
wages” (somewhat of a burlesque, it must be admitted) 
were roused to pronounce them “ disgraceful.” 

To the student of modern societies, it may seem that 
Le Play assigns undue prominence in his writings to 
custom. Here, as in the case of the patriarchal family, 
he is influenced by the extent of his geographical vision, 
including societies in varying stages of development. 
And, in the earlier stages, custom alone fills the spheres 
occupied in later times by law, morality, religion, com- 
petition, and custom. Accessory legal knowledge is now 
generally considered to afford an economist with useful 
equipment; and the school of Le Play is especially rich 
in lawyers. But manners, as Burke has pointed out, are 
of more importance even than laws. The family mono- 
graph is a powerful instrument for the discovery of these 
manners or customs, and of their economic bearing. 
Further, since the time of Cliffe Leslie, at least, the 
Ricardian School has been criticised for its neglect of 


* The prices given in the monograph, allowing for tariff changes, vary very 
little indeed from those furnished to me by the wives of East London workmen 
in the present year. It might have been expected, moreover, that the Exhibi- 
tion of 1851 would send London prices up. 




















432 QUARTERLY JOURNAL OF ECONOMICS 


friction. Competition, it is said, is not pure. Ignorance 
and physical obstacle retard its operation. And man 
himself is not wholly prompted by economic desires. 
Le Play makes one step towards the analysis of this 
last resistance. What is lumped together as “friction” 
consists largely of custom and habit, part of which may 
be reduced to a definite, measurable form, thus giving us 
a nearer approximation. 

“Show me your pass-book,” says the English banker, 
“and I will see if I can discount your bill.” “Show me 
your budget,” says Le Play, “and I will read your mode 
of life.” Malthus* sighed for a satisfactory history of 
the “manners and customs” of laborers. True, it 
“would require the constant and minute attention of 
many observing minds in local and general remarks on 
the state of the lower classes”; no description of the 
Unions de la Paix Sociale could be closer than this; but 
“we may promise ourselves a clearer insight into the 
internal structure of human society” when we get it. 
It should include information upon “the variations in the 
real price of labor, the observable differences in the state 
of the lower classes of society, with respect to ease and 
happiness, and so on.” “Every kingdom, every prov- 
ince, should have its own monographer,” says Gilbert 
White of Selborne. And, if a naturalist, why not an 
economist? The Constitution de l Angleterre is the mon- 
ographic method extended to a State, a family writ large. 
Le Play hoped the foreign unions might imitate this ex- 
ample, each in its own country. But the wish has not 
yet been realized. Of his disciples, M. Claudio Jannet 
has written an approved monograph upon the United 
States +; while M. Taine declares that he had used the 
monographic method in history by instinct, and warmly 
extols its historical and political value. 


* Essay on the Principle of Population, Book I., chap. ii. 

t Les Etats-Unis contemporains. Les idées, les meeurs, et les institutions des 
Etats-Unis, depuis la guerre de sécession; avec une lettre de M. F. Le Play. 
Paris, 1575. 
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No attempt can be made in this paper to criticise 
the conclusions of Le Play. He is an uncompromising 
opponent of the deductive method. Bacon and Descartes 
are his exemplars. Sainte-Beuve, amid much lavish 
praise, credits him with the “tremendous discovery that 
in social science there is nothing to invent.” No,” says 
Le Play, “but there is everything to learn.” The ques- 
tion remains, Can it be learned by his method? Unless 
shot through with the organic filaments of theory, can his 
materials take to themselves a body, or will they remain 
“a wilderness of single instances”? In a memorable 
address * delivered on taking his chair at Cambridge, 
Professor Marshall thus summarizes part of his argument: 
“The change of front made by economics in the present 
generation is not chiefly due to an increased study of facts, 
but to more insight into the changefulness of human 
nature and institutions.” This would have read strangely 
to Le Play, whose life was spent in “study of facts” and 
of the customs, habits, and moral qualities which consti- 
tute the least changing elements of human nature. But 
to what cause soever the changed attitude of economics is 
due, there can be little doubt that the current is now 
strongly setting in the direction of an increased study of 
facts. It is unnecessary to look far or to labor the point. 
The general and pronounced favor with which such work 
as Mr. Charles Booth’s Life and Labor in London is re- 
ceived, the proved utility of a labor correspondent at the 
Board of Trade, the universal demand for statistics and 
the success of the Statistical Society, the strong desire of 
leading statesmen and economists for a better and fuller 
census,— these are so many indirect testimonies to the 
value of such investigations and institutions as are due to 
the efforts of Frédéric Le Play. 

H. Hiees. 


* The Present Position of Economics. London, 1885. 

















NOTES AND MEMORANDA. 


SEVERAL important additions to the list of periodical publi- 
cations on social and economic subjects are announced. Each 
new venture endeavors to cultivate a field of its own; yet 
the number bids fair to swell to unmanageable proportions. 
The indefatigable ardor of Germans brings us the Al/gemeines 
Statistisches Archiv, of which the firm of H. Laupp, Tubingen, 
announces the first issue for publication in the course of the 
summer. It is to be edited by the competent hand of Dr. 
Georg Mayr, of Munich, and will appear twice yearly, each 
issue to contain some twenty Bogen, or perhaps three hun- 
dred pages. The annual subscription will be eight marks. 
The prospectus promises that most space shall be given to 
essays, in readable form, communicating the results of statisti- 
cal work. There are also to be papers on the theory and gen- 
eral bearing of statistics, and on technical questions relating 
to them, and notices of statistical literature. Comprehensive 
statistical tables will be avoided. 

The Annals of the American Academy of Political and 
Social Science will appear quarterly, under the direction of a 
board of editors consisting of Professor E. J. James of the 
University of Pennsylvania, Professor F. H. Giddings of Bryn 
Mawr College, and Dr. R. P. Falkner of the University of 
Pennsylvania. It will be published by the Academy, and will 
cover the wide field indicated by its title, yet with an en- 
deavor to give special attention to topics not touched by 
existing publications. A special effort will be made to print 
material for the student of economics and politics, such as 
documents, constitutions, reports. The price will be $5.00 a 
year, or, without the supplements, $3.00. 

In France, LZ’ Economie Sociale will appear monthly, under 
the editorship of Messrs. Emile Cacheux, Georges Hamon, and 
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Félix Martin, and will devote itself to social questions. As 
its title hints, it is in some sort an outgrowth of last year’s 
exposition of social economy at Paris, and will confine itself 
mainly to social questions. Contributions from all schools of 
thought are welcomed ; though it is given out in advance that 
neither ardent laissez-faire nor “ socialistic” State interference 
will meet the sympathy of the editors. It will be published 
by Messrs. Marchal et Billard, Paris, at 10 francs a year. 
Lastly, Messrs. Routledge announce a new serial publication, 
under the title of Questions of the Day, which is to be not 
quite a periodical and not quite a series of monographs. The 
editor is Mr. James Samuelson, and each number will contain 
contributions on one subject by various hands. The first sub. 
ject is “ State Education for the People,” with papers, among 
others, on India by Sir W. W. Hunter, on England by E. M. 
Hume, on the United States, Canada, Australia, by E. F. M. 
Maccarthy. There will be quarterly issues at 2s. 6d. apiece. 


Proressor JAMES LAURENCE LAUGHLIN, some time Assist- 
ant Professor of Political Economy in Harvard University, 
has been elected to the professorship of Political Economy in 
Cornell University, and will enter on his duties in that insti- 
tution the beginning of the next academic year. 

Professor H. Dietzel, of Dorpat, has been called to Bonn to 
take the chair of political economy left vacant by the death 
of Professor Nasse. Dr. Victor Mataja has been appointed 
professor in the same subject at the University of Innsbruck. 


Tue powerful impression made by the German system of 
insurance legislation is shown by the steady continuance of the 
efforts to adopt similar measures in other countries of the con- 
tinent. In Denmark, the movement has reached the stage of 
a formal bill presented by the government, which proposes 
to set up for insurance against accident a compulsory system 
managed by the government and following in its main lines 
the German model. For insurance against sickness, however, 
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the English rather than the German example is followed. 
There exist already in Denmark a number of societies for 
insurance against sickness, ramifying through the country and 
affecting a very large proportion of the poorer classes of the 
population. These it is proposed not to supersede, but to 
encourage and improve. On conforming with certain regula- 
tions intended to assure their solvency and stability, they are 
to receive favors from the State. The favors are to be much 
more substantial than those which English legislation gives to 
registered Friendly Societies, the most noteworthy being a 
subsidy to their funds from the communes, amounting to one- 
quarter of the contributions paid in by members. No defini- 
tive action has yet been taken, and the Danish project so far 
is evidence only of the growing strength of the movement for 
public regulation of social insurance. 

In Switzerland, at a largely attended congress of working- 
men’s associations, held at Olten in April, votes were passed, 
without opposition, in favor of a federal system of compulsory 
insurance against accident and sickness. On the other hand, 
a specific proposition in the canton of Basle has been rejected 
by popular vote. The council of the canton passed a meas- 
ure in February providing for compulsory insurance against 
sickness, the important elements in the scheme being an in- 
surance association managed by the city, and payment by 
the employers of half the contributions due on account of 
the persons employed by them. Submitted to referendum on 
March 23, it was rejected by a decisive majority, 5,017 against 
2,295. As in Denmark, there are in Basle a large number of 
voluntary associations for insurance against sickness, a fact 
which doubtless goes a good way towards explaining this 
vote. 
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THE CONVERSION OF THE ENGLISH DEBT. 


The remarkable success which has attended Mr. Goschen’s 
recent conversion of the English three per cents. cannot have 
surprised those who have noted the numerous evidences of the 
steady downward movement of the rate of interest on all obli- 
gations of undoubted security. To those who have not ob- 
served this movement, the result of Mr. Goschen’s operation 
is, perhaps, the best evidence of the existence of the fact upon 
which its accomplishment was conditioned. Quite aside, 
however, from its importance as an indication and as a meas- 
ure of this tendency, an operation of such magnitude and 
consequence, which has radically transformed the English debt 
and definitively fixed its character for a period of thirty-five 
years, deserves attention on its own account. It is an ex- 
ample, on a great scale, of almost perfect success in debt con- 
version. The materials for a survey of it have been carefully 
collected in a semi-official document, published, with the ap- 
probation of the Chancellor of the Exchequer, by an officer of 
the English Treasury, who enjoyed, as Mr. Goschen tells us, 
the opportunity of being “behind the scenes all the time” 
while the negotiations were in progress.* 

Mr. Goschen brought forward his plan for the conversion of 
the English debt on March 9, 1888, in a speech remarkable for 
its clearness, strength, and precision, and for its luminous his- 
torical exposition of precedents in conversion. The stock with 
which he proposed to deal embraced all that portion of the 
English debt included in the 3 per cents., and amounting in 
the aggregate to £558 millions. There were three kinds of 
this 3 per cent. stock :— 


CO eee we ei te es oe Ee 
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A word about the character, origin, and position of these 
stocks. The English debt has the form of perpetual annuities, 


*E. W. Hamilton, An Account of the Operations under the National Debt 
Conversion Act, 1888, and the National Debt Redemption Act, 1889. London. 1889. 
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subject to redemption at the pleasure of the government on 
payment of £100 in cash for every £100 of stock. Nearly the 
whole of the debt in March, 1888, consisted of 3 per cent. 
annuities. The term “Consols” was commonly applied to 3 
per cents. generally,— partly, no doubt, because they made up 
the great bulk of the 3 per cents., and partly, also, because 
they had become, as long as a century ago, the traditional 3 
per cent. stock of Great Britain. Strictly speaking, however, 
Consols proper formed only a part, although the most impor- 
tant part, of the English 3 per cent. debt. They were an 
entirely distinct creation, dating back to an act of 1752, by 
which various small 3 per cent. stocks were all consolidated 
into one common 3 per cent. stock, whence the technical des- 
ignation of Consols. The Reduced Threes had their origin in an 
operation carried through by Mr. Pelham in 1750, by which 
various 4 per cents. were reduced to 34 per cents. for a term 
of seven years, at the expiration of which they were automat- 
ically reduced to 3 per cents. The New Threes were a 
more recent creation. They resulted from Mr. Goulburn’s 
conversion of the 34 per cents. in 1844. Mr. Goulburn was 
then able to require holders of 34 per cents. to choose between 
their capital and a new security, bearing interest at 3} per 
cent. for a period of ten years, then falling to 3 per cent., and 
becoming redeemable in 1874. To distinguish them from the 
other 3 per cents., they took the name of New Threes. 

Different conditions attached to each of these different 
stocks. One of the differences was of the greatest practical 
consequence. It related to the terms under which the 3s 
were redeemable. Consols and Reduced Threes could be paid 
off only after a year’s notice, and then in sums of not less 
than £500,000 at a time. The New Threes, on the other hand, 
after the expiration in 1874 of the period during which they 
were guaranteed against redemption, could be paid off at any 
time, without previous notice and in any amounts.* Such, at 
any rate, was the contention of the Chancellor of the Ex- 
chequer; and his opinion was accepted by Parliament. Full 
effect had to be given to this existing difference by the gov- 

* National Debt Act, 1870 (33 & 34 Vict., c. 71) §5, re-enacting provisions of 
previous legislation. 
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ernment in shaping a scheme of conversion. The mere fact 
that holders of Consols and Reduced Threes were entitled to a 
year’s notice before their stock could be touched had always 
made it difficult for the English Treasury to grapple with this 
portion of the public debt. A conversion, to be successful, 
must be supported by a threat of reimbursement. The power 
to act suddenly on short notice has been the secret of almost 
every successful English conversion. But, where a long notice 
is necessary, it is impracticable to employ the compulsory 
process. This difficulty, however, had to be overcome in deal- 
ing with Consols and Reduced Threes. 

Two attempts had been made to reduce the interest on the 
3 per cents. before Mr. Goschen approached the problem in 
1888. Both had had the most limited degree of success. The 
first attempt was made by Mr. Gladstone in 1853. The 3s 
then stood a little above par; and the Chancellor of the Ex- 
chequer, being engaged in disposing of another group of 
stocks, threw open his offer, to a limited extent, to holders of 
8s. Not being able to give a short notice, his scheme was, by 
necessity, purely optional. He offered to convert £30 millions 
of 3s into any one of three kinds of new stock which he was 
about to issue, on the following terms: for each £100 of 3s, (1) 
£110 of 24 per cent. stock, guaranteed against redemption for 
a period of forty years; (2) £824 of 34 per cent. stock, guar- 
anteed for a similar period; or (3) an Exchequer bond of 
£100, bearing 2? per cent. interest until 1864, when it would 
fall to 24 per cent. for a further period of twenty years, becom- 
ing redeemable in 1894.* This offer, however, did not prove 
sufficiently attractive to save the operation from comparative 
failure. Holders of only £1} millions of 3s, out of a total of 
some £500 millions, sent in their stock for exchange. The 
scheme was premature; for the rise of the 3 per cents. was 
only temporary, and they soon fell again in consequence of the 
foreign troubles which ended in the Crimean War. Yet the 
small amount of stock exchanged on this occasion was not 
without service in indicating to future finance ministers the 
course of the market. 

The next attempt to deal with the 3s was made by Mr. 


* National Debt Act, 1853 (16 & 17 Vict., c. 23). 
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Childers in 1884. They then stood 1} per cent. above par; 
and the Chancellor of the Exchequer carried through a Con- 
version Act,* by which, for every £100 of 3s, holders were 
offered their choice between £102 of 2? per cents. and £108 
of 2} per cents., the new stock in both cases being irredeem- 
able until 1905. Like his predecessor thirty years before, 
Mr. Childers pursued the optional course, desiring “to make 
the first step one of agreement rather than of compulsion.” 
The terms of the offer were liberal. Some confidence was felt 
by prominent financiers in the success of the scheme, and it 
was backed by the Economist. But the results showed only 
a very partial success, the failure being attributed to the 
powerful vanking interests that were arrayed against it. No 
more than £23,300,000 of 3s were sent in for exchange, and 
one-half of these represented holdings of government offices. 
Nevertheless, Mr. Childers’s scheme paved the way for Mr. 
Goschen’s conversion of four years later. It furnished a most 
trustworthy and accurate gauge of the state of the public 
credit, and thus enabled the government, in 1888, “to go for- 
ward with a confidence which otherwise it would be difficult 
for us to feel.” It also served as a timely warning to recalci- 
trant fund-holders. There can be little doubt that the recol- 
lection of the refusal of Mr. Childers’s better offer, in 1884, ac- 
celerated the acceptance of Mr. Goschen’s less favorable terms 
in 1888. 

The situation had materially changed, however, since 1884. 
The state of the public credit and the condition of the market 
were much more favorable to a successful conversion on a 
large scale in 1888 than ever before. The general tone of 
public opinion in 1888, as shown in the operations on the stock 
market, indicated the existence of a wide-spread feeling that 
the time for a conversion scheme had arrived. Between the 
values of stocks resting upon the same security, and differing 
only as regards the terms under which they were redeemable, 
there was a divergence whose meaning could not be mistaken. 
In January, 1884, 3s stood at about 1014, and the 24 per 
cents. of 1853 at 90. In October of the same year, when 
Mr. Childers’s operations were well under way, the 3s dropped 


* Debts Conversion Act, 1884 (47 & 48 Vict., c. 23). 
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1 per cent., and the 24 per cents. rose to 93. Four years later, 
in January, 1888, shortly before Mr. Goschen brought forward 
his scheme, 3s stood at about 102}, and the 24s at about 95. 
By April of the same year, under the impression produced by 
the passage of Mr. Goschen’s scheme of conversion, Consols 
fell a point, and the 24s jumped to 96, and for a while even 
stood at 97. The contrast is significant. The 24s had gained 
6 points in the space of about four years, while the 3s had 
hardly moved at all. Holders and investors in 3s were becom- 
ing apprehensive that they might be disturbed; and Consols 
were being held down below their natural level by the fear of 
conversion. The credit of England was better than 3 per 
cent.; and in March, 1888, Mr. Goschen was convinced that 
the time had come to give full effect to this fact. He pro- 
posed, therefore, to threaten the holders of 3s with reimburse- 
ment or conversion. 

The difficulty to be encountered in threatening holders of 
Consols and Reduced Threes has already been described. 
Neither Mr. Gladstone nor Mr. Childers had felt themselves 
strong enough to threaten them. Events might easily happen 
before the expiration of a year’s notice that would make a 
threat by the government worse than nugatory. And yet a 
scheme of conversion, unsupported by a threat of reimburse- 
ment, was of extremely uncertain issue. So far as was safe 
and practicable, Mr. Goschen was determined to employ the 
compulsory process. Dealing with the holders of New Threes 
in a strong market, he felt himself able to compel them to 
choose between their capital and a new stock. But, know- 
ing too well the enormous pressure that might be exercised 
against him by the Consol-holders, and the dangers to be en- 
countered in compulsory procedure against them, he had no 
desire to stake the success of his scheme upon a threat. Un- 
able or unwilling to coerce, he decided to induce. It is 
obvious that the task of the government would be greatly sim- 
plified if the holders of Consols and Reduced Threes could be 
induced to forego their right of notice for one year, and ac- 
cept the same terms as were offered to holders of New Threes. 
So valuable did Mr. Goschen consider this right of notice that 
he was willing to allow those entitled to it a bonus of } of 1 
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per cent. on their principal, if they would forego it. This was 
the characteristic feature of his measure, and the one that had, 
perhaps, most to do with its success. 

Some other features of Mr. Goschen’s plan need to be no- 
ticed. From the very outset, he was determined that conver- 
sion should be effected without any augmentation of the capi- 
tal of the English debt. In this respect, he prudently departed 
from the most recent precedents. In another important par- 
ticular, he also avoided the example of his predecessors. Both 
Mr. Gladstone and Mr. Childers had given holders a choice 
among different kinds of stock. But simplicity was to Mr. 
Goschen’s mind one of the secrets of success; and, as he 
was especially desirous, for other reasons, of amalgamating all 
of the 8s into one great stock, he preferred to offer one com- 
mon stock for all. In fixing the rate of interest the new stock 
should bear, difficulties presented themselves. A rate of 24 
per cent. seemed to be lower, one of 2? per cent. higher, than 
the national credit justified. In solving the question of inter- 
est, Mr. Goschen followed the successful precedents of Mr. 
Pelham in 1750 and Mr. Goulburn in 1844. He proposed to 
reduce the interest on the new security to 2? per cent. for a 
term of fourteen years, beginning with 1889, and then to let 
it descend automatically to 2} per cent. in 1903, at which 
rate it should continue for a term of twenty years, becoming 
redeemable in 1923. 

Such were the leading features of the scheme proposed by 
the Chancellor of the Exchequer on March 9, 1888, and 
adopted by Parliament, with a few minor modifications, in the 
National Debt (Conversion) Act of March 27, 1888 (51 Vict., 
c. 2). The act dealt separately with the holders of New 
Threes on the one hand, and with holders of Consols and Re- 
duced Threes on the other. The compulsory process of con- 
version was employed against the former class of holders 
alone. They were required to choose between their capital 
and the new stock, ten days (with special provisions in the 
case of persons absent from the country) being allowed them 
to signify dissent from the terms offered by the government. 
Silence was construed by the act to mean assent. Dissentients 
were to be paid off, at such times and in such sums as the 
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Treasury might direct, before August 1, 1888, In the case of 
Consols and Reduced Threes, where the arrangement was 
purely voluntary, and where the initiative rested with the 
holder, and not with the government, the mode of procedure 
was reversed; and here silence was construed to mean dissent, 
Holders of Consols and Reduced Threes were allowed until 
April 12, 1888, to express their assent, with special provisions 
in certain cases, 

The scheme of conversion was received with favor by the 
general public. It was at least acquiesced in by London bank- 
ers, and the small annuitants were more than likely to follow 
the lead of the large holders. A significant fact was a rise, 
even before the passage of the Conversion Act, in the prices 
of most securities of the highest character, those which might 
in some sense be considered competitors of the new stock to 
be issued by the government. But perhaps the most promis- 
ing indication of the success which awaited the scheme was the 
fact that the New Threes continued to stand above par even 
after notice of compulsory conversion had been given by the 
Treasury. Investors seemed to be willing to pay a premium 
for the opportunity of acquiring the new 2? per cents. Under 
these circumstances there were likely to be few dissentients. 
Holders of 8s wishing to dispose of their stock could do so in 
the open market on more advantageous terms than those 
offered by government. 

The success of the operation on that portion of the stock on 
which the compulsory process was employed was complete. 
Out of a total of £166 million of New Threes, the dissentients 
represented an aggregate holding, all told, of not more than 
£761,000. No effort was made either to defy or to corner the 
Treasury. Indeed, it was too well known that the Chancellor 
of the Exchequer had large and substantial resources at his 
command, which he was determined to use in case of necessity. 
But, after all, the great success of the operation was chiefly 
due to the solid basis upon which it rested. The market for 
sound securities was extremely strong, and the field for in- 
vestment in safe stocks limited. It would have been a serious 
question with large holders, who might have elected reim- 
bursement in preference to conversion, where they could have 
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found safe investments under the circumstances. Mr. Go- 
schen, from the first, never apprehended that there would be 
any large number of dissentients. 

The self-interest of the holders, which had produced such 
successful results with the New Threes, was the sort of com- 
pulsion which Mr. Goschen had rightly relied on to assure the 
success of his operation with reference to the Consols and 
Reduced Threes, in spite of their option of a year’s notice, 
and in spite of the pressure they might have exercised to de- 
feat his scheme, as they did that of Mr. Childers in 1884. In 
1888, they had nothing to gain and much to lose by holding 
out against the offer of the government. The conversion of 
Consols and Reduced Threes, therefore, went ahead rapidly. 
On April 15, 1888, the Chancellor of the Exchequer announced 
that assents from holders representing £307 million of these 
stocks had been received. During the next two months, £38 
million more were sent in for exchange, thus reducing the 
outstanding balance of unconverted 3s to £46.5 million. The 
final results of the conversion operations were exhibited in a 
Treasury return dated November 5, 1888.* From this return, 
it appears that, out of a total amount of £592,618,286 + of 3 per 
cent. stock dealt with under the Conversion Act, £549,094,010 
were converted into 2? per cent. stock, and that only £42,325,- 
173 were left to be otherwise dealt with. 


Amonnt of 3 per cents. on March 31, 1888, . . £557,992,508 

Add Consols created on Chancery account, 34,625,777 

Total amount of 3 percents.liable to conversion, = | | £592,618,285 
Amount of 3 per cents. converted into New 23 


per cents., oc 0 0 ww 8 8 8 + 6 £540,004,110 
Add: 1. Consols and Reduced Threes cancelled 
by the action of the sinking fund be- 
tween March 31 and November 5,1888, 437,417 
2. New 3 per cent. dissentients paid off, . 761,683 
Total amount of 3 per cents. converted or paid a 
off between March 31 and November 5, 1888, 550,293,210 
Total amount of 3 per cents. outstanding and 7? 
unconverted on November 5,1888, .. . £42,325,075 





* House of Commons Paper, c. No. 5584, Session 1888. 

t This total includes £34,625,777 of Consols, mentioned in the table, which were 
temporarily created in respect of certain Chancery terminable annuities, in order 
that they might be exchanged for new 23 per cent. stock. National Debt (Supple- 
mental) Act, 1888. 
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The first stage of the operation was thus completed: thir- 
teen-fourteenths of the three per cents. had been brought in 
for conversion, leaving only a fraction to be disposed of by 
redemption. As early as June 1, 1888, it had become evident 
that the amount of 3s not sent in for exchange would be com- 
paratively small;* and it was therefore felt to be both safe 
and expedient to give the required notice of redemption to 
holders of Consols and Reduced Threes. On July 5, a care- 
fully worded notice, repeating the language of the acts of 
1749 and 1752, was adopted by the House of Commons, certi- 
fied by the Speaker, and posted on the Royal Exchange, thus 
giving the required notice. This resolution, however, con- 
ferred no power upon the Chancellor of the Exchequer to pay 
off the 8s. That was still left for a subsequent act. But Mr. 
Goschen was so anxious to begin the reduction of the out- 
standing 8s at the earliest moment that he did not wait for 
the grant of special authority, but availed himself at once of 
the general discretionary powers of the Treasury. His whole 
policy from this time was to minimize the demands for cash 
that might be made on the Treasury at the expiration of the 
year’s notice. He offered to discount, in cash or in local 
loans, stock claims not maturing until the following year. In 
this manner, a large block of stock was got out of the way 
before operations were begun under the Redemption Act 
proper. 

The National Debt Redemption Act (52 Vict., c. 4), provid- 
ing for the payment of the outstanding balance of uncon- 
verted 3s, was passed on April 11, 1889. Holders were given 
from July 6 to October 1, 1889 (almost three months), to 
claim their redemption money. All 3 per cent. stock not pre- 
sented by the latter date was to be automatically converted 
into the new 29s. In framing the measure, provision was also 
made for anticipating redemption payments, in order to avoid, 
so far as was practicable, the inconvenience of exposing the 
Treasury to a sudden demand for cash on July 6, 1889 (the 
day when the year’s notice would expire). The Chancellor 
of the Exchequer was empowered to discount 3s in advance, 


*Up to June 1, assents from holders representing £368,267,343 of Consols and 
Reduced Threes had been passed and recorded. 
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“with such consideration for the proportionate part of divid- 
end accrued up to date of payment as may be agreed upon 
between the Treasury and the stockholder.”* In order to 
lessen still further the demands for cash, provision was made 
for continuing as a 3 per cent. “book debt” until April 5, 
1890, £6,376,143, consisting of “stocks in court” and stocks 
belonging to depositors in savings-banks.t Ample discretion- 
ary powers were given to the Treasury, in order that it might 
give full effect to the provisions of the act. The Chancellor 
of the Exchequer might raise the means of payment in a 
variety of ways. He might create and sell new 22 per cents. 
to an amount not exceeding the nominal capital of outstand- 
ing 3s. He might issue Exchequer bonds, Excheguer bills, or 
Treasury bills, and he was also authorized to negotiate short 
loans (to run for a period not exceeding one year) on the 
credit of the Consolidated Fund. He was not restricted to 
any one form of borrowing, but might employ “all and any 
such means.” 

Mr. Goschen immediately proceeded to avail himself of the 
power of paying off holders of 3s in advance. He issued a 
notice on April 26, in which he offered to purchase, on May 
14, £15 million of stock at par, including interest accrued up 
to date. This offer was accepted by holders of £5,444,454 of 
Consols; and they were accordingly paid off, chiefly out of 
the proceeds of a £5 million loan of Treasury bills, issued in 
equal amounts of nine and twelve months’ bills, and floated at 
an average rate of about 2? per cent. Encouraged by the 
result of this operation, he reopened his offer in a slightly 
altered form on May 15, with the result that £683,550 more 
were paid off in advance. A still further reduction was ef- 
fected by the conversion of £8,164,312 of 3s held by the Na- 
tional Debt Commissioners into new 2} per cents., the ex- 
change being arranged on the basis of £99 of the former for 
£100 of the latter. As the combined result of these advance 
operations, £20,668,459 of stock had been disposed of before 


* National Debt Redemption Act, 1889 (52 Vict., c. 24), § 2. 
+ These have since been converted into the new 2} per cent. stock to the 
extent of £5,785,689. 
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the day of redemption arrived, reducing the’amount then to 
be dealt with to easily manageable proportions: — 


Total amount of outstanding unconverted 3s, 
URE GN & Xs 8s ke 8 £42,325,173 
I. Paid off in money: — 
1. Under the operation of the sinking 
fund between November 5, 1888, and 


July 6,1889,. .. . . £1,356,462 

2. Under the offers of April 26 and May 
15,1889, . . ; 6,128,005 

II. Exchange of 3s held by National. Debt 
Commissioners for new 2% per cents., . 8,164,312 


III. “Book debt” created in respect of “stocks 
in court” and stocks belonging to de- 


positors in savings-banks, . ... . 6,376,143 
Total reduction effected by July 6,1889,. . . 22,024,922 
Total cash liability of the Treasury July 6, 1889, £20,300,251 


The further steps of this remarkable operation may be 
stated briefly. Of the total cash liability, £576,365, repre- 
senting “unclaimed stocks” which had accumulated in the 
hands of the National Debt Commissioners, were automati- 
cally converted into new 2? per cents. October 38, 1889. 
Claims for redemption money were sent in by holders of £11,- 
849,775. Holders of the remaining balance of outstanding 
3s, £7,849,775, allowed their stock to be automatically con- 
verted into new stock. Finally, claims for redemption money 
in respect of the “book debt” were sent in for £589,400. 
From the figures now before us we can ascertain how much 
actual cash was called for in carrying out the conversion : — 


1. Under National Debt (Conversion) Act, 1888: new 3 per 


cent. dissentients paid off, . . . rie £761,683 
2. Under National Debt Redemption Act, 1889 :. — 
(a) Before July 6,1889, . . . oe a ee 6,128,005 
(6) On and after July 4,1889, . . . . 11,874,109 
(c) In respect of the “book debt” count cadens the 
National Redemption Act, 1889,. .... . 590,454 


ee 
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England, then, got out of her unprecedented operation, 
involving over £592 million of stock, with a payment in 
cash, exclusive of the ordinary action of the sinking funds, 
of less than £20 million, or about one-thirtieth of the capital 
dealt with. In raising the means for this payment, Mr. 
Goschen had recourse to various expedients. He made several 
issues of Treasury bills and Exchequer bonds; he received 
temporary accommodations from the Bank of England, as 
well as advances from the National Debt Commissioners, 
whose balances had been allowed to accumulate; and, finally, 
he made a small issue of new 2? per cents. The amounts 
raised in each of these ways were as follows: — 


Ch Gia Wlatye cachliane a a €o erow ee £7,346,000 
5 sk 8 4 6,001,768 
Loans from National Debt Commissioners, . ..... . 3,200,000 
Loans from Bank of England, ........4.. +. 2,800,000 
eee ee 520,184 

eS Ee ee ee ee £19,867,952 


This is larger than the floating debt of England has been for 
years; and, under the pressure exerted by it upon the money 
market, the average rate of discount on Treasury bills went a 
little higher than usual, averaging during the latter half of the 
year 1889 a trifle more than 3 per cent. But this loss on the 
stock redeemed is insignificant, when the magnificent results of 
the operation as a whole are taken into consideration. Looked 
at in its practical aspects, it is true, as the Heonomist says, 
“that the cheapness of the conversion has been as remark- 


able as its completeness.” 
A. C. Miczzr. 
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CHANGES IN THE FORM OF RAILROAD CAPITAL. 


In a number of recent cases, the holders of bonds secured 
by a lien upon the property of some railroad have been asked 
to accept a less sum of principal and interest than was called 
for in the obligation, or to allow of some important change in 
the mortgage, on pain of foreclosure and possible loss of the 
greater part of the investment. While this is no new thing, 
the large amounts involved in recent cases have again called 
attention to the question of railroad bonds, the different va- 
rieties, their differing security, and their increasing importance 
relatively to the capital stock. 

There is an important difference, sometimes lost sight of, 
between a mortgage upon a railroad and that upon other real 
estate. The usual real estate mortgage has for its security, 
say, a dwelling-house or a factory. The holder, after an 
appraisal, rests content, because he relies not so much upon 
the success in business of the person or firm in possession as 
upon the prosperity of the community; for, should the mort- 
gageor fail to pay, some other person will need the dwelling- 
house or some other manufacturer the factory. But, in the 
case of a railroad mortgage, the lien upon the land, bridges, 
and equipment is almost worthless except as the property is 
valuable for the one purpose of transportation. Should this 
latter value become depreciated from any cause, the security 
is correspondingly impaired, no matter how stringently the 
provisions of the mortgage are drawn. The mortgage in the 
last analysis is not upon the real estate, but upon the income. 
In the cases of many roads, this security is as good as any- 
thing human can be; yet it is well to have the fact of the real 
lien always in mind. A few years ago almost anything could 
find a purchaser which purported to be a lien upon railroad 
property. The results, in some instances, were disastrous. 

Something of the same kind may be said about the bonds 
of one railroad guaranteed by another. It is often noticed 
how quick is the advance in market quotations for such:bonds, 
when the fact of the guarantee is announced. Two securities 
are always better than one, and yet we may make too much of 
this difference. If one company leases another’s road, perhaps 
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with a guarantee of interest and dividends for a long term of 
years, the continuance of the payments depends primarily on 
the obligation resting upon the lessee, but also partly upon the 
fairness of the terms and the continued value of the leased 
road to the main corporation. If a year or two shows the 
bargain to be really disadvantageous, and if the loss, after all 
allowances for interchanged traffic, is much greater than the 
gain, some flaw in the lease can usually be found or some fail- 
ure upon the lessor’s part be alleged which will give the lessee, 
should he wish to repudiate the obligation, a standing in court 
in proceedings for annulling or modifying the terms of the 
contract. It must also be remembered that, in cases of default 
of interest on guaranteed bonds, all legal remedies against the 
original mortgageor must be exhausted before the guarantee- 
ing corporation can be called to account. Thus a railroad, 
wishing to reduce its payments under a guarantee, can, if so 
minded, cause the owners of the leased property so much 
delay, trouble, and expense as often practically to decide the 
matter. A continuing contract or guarantee, therefore, finds 
a most important element of security in the fact that its terms 
are fairly advantageous to both parties. In spite of some con- 
spicuous instances to the contrary, the great majority of 
leases have been carried out on the terms of the original 


agreements. It may be inferred that their terms were mutu- 


ally advantageous. 
Income bonds have become prominent of late. These bonds 


are a lien upon the railroad property, but the interest is pay- 
able only when earned. During the period before referred to, 
when only railroad mortgages whose interest was an obliga- 
tion on actual property found ready sale, income bonds with 
interest contingent upon success were not favored by invest- 
ors, because not properly secured. The inability of a num- 
ber of old and important railroad companies to meet their 
fixed charges has shown the weakness of the old belief that a 
bond, if a full lien upon railroad property, is therefore safe. 
The reorganization of these overloaded companies has caused 
both interest and principal to be cut down, notwithstanding 
the lien. As the least of evils, the bondholder could only 
accept the conditions of reorganization, which, in effect, 
merely registered in the new bonds the condition and actual 
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earning power of the road. If he pressed the foreclosure and 
bid in the road, be could operate it or sell it only for its value 
as a carrier of traffic. He might better accept this value under 
the reorganization, and save delay and expense. 

One further point in recent transactions may be noted. In 
the United States, conditions favor a more active speculation 
in business than is the case abroad. By this is meant the 
speculation which arises naturally from the rapid development 
of the newer parts of the country in population and conse- 
quently in railroad traffic. A railroad which finds the pay- 
ment of heavy interest beyond its present power may yet in 
a few years so increase its income that all the old bonded 
interest may be borne. A natural outcome of the situation, 
then, is a division of the bonded indebtedness, a part bearing 
fixed and a part contingent interest, the latter representing the 
speculative or uncertain part of the mortgage. 

This, in brief, has been the tendency of late reorganiza- 
tions. Under the definition of a mortgage as a lien upon the 
income rather than upon the real estate, it follows that the 
division of interest charges into fixed and contingent really 
introduces nothing new, but only puts into another form what 
has always been the fact regarding the security of railroad 
mortgages. Put in such form, the whole body of heavy 
indebtedness need not fluctuate with the ups and downs of 
traffic, but only the part upon which the uncertainty is openly 
placed. It is a gain to all concerned when things are sold for 
what they are. 

The English system of debenture bonds may be referred to 
here, though an exact comparison is not possible or necessary. 
Theoretically, the English debentures are liens upon the real 
estate, but cannot be foreclosed. Moreover, since the road 
must be operated as a matter of public policy, and, if oper- 
ated, must pay for wages and supplies, we find the real mort- 
gage to be in effect upon the net income; that is, upon the 
surplus of the gross revenue remaining after paying for opera- 
tion. These English debentures are not, however, supposed 
to bear contingent interest in the sense in which American 
income bonds do, because generally the interest is regularly 
paid. The English form of bond is partly due to a better 
understanding of the real security of a railway mortgage, 
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partly to confidence in the managers, and partly to a com- 
parative stability of commercial conditions in England, which 
renders all interest charges, if conservatively incurred, less 
liable to a default. 

Income or debenture bonds upon American Pads are open 
to one serious objection. The interest upon an income bond, 
payable when earned, is usually a charge upon each year’s 
net income separately, and not continuously. To make the 
interest of such a bond cumulative would be to destroy to a 
great extent its contingent features. Being at a fixed rate of 
interest, payment cannot exceed the prescribed sum in any 
year; while, if nothing is paid, the loss to the holder is abso- 
lute. Herein capital stock has a great financial advantage 
over income bonds. If dividends are withheld, and spent in 
improvements, the result may be increased dividends or in- 
creased certainty of them in future years, the stock thus really 
losing nothing in the end. But, where there are income 
bonds as well as stock, it is clear that by such expenditures 
for improvements the stock gains at the expense of the bonds. 

One argument against the use of yearly net income for 
betterments is that the chances for dishonesty are so greatly 
increased thereby. No one, not an expert, can know the 
physical conditions and needs of a railroad system, great or 
small. It is easy for an unscrupulous manager to spend, say, 
upon the road-bed, a larger sum than the traffic requires, and 
by so doing to make the accounts show little or no earnings 
applicable to dividends or contingent interest. The market 
at once registers a decline in the value of the stock or bonds, 
for the average investor does not look beyond the figures re- 
ported. When the decline has gone far enough, the manager 
and his friends purchase heavily, restore the expenses again to 
the normal point, and pay interest or dividends as before the 
interruption. Familiarity with railroad management will com- 
pel the admission that such cases have been known, though, as 
compared with. all our railroad mileage, they are rare, and are 
every day becoming increasingly difficult of success. Prob- 
ably losses from such rascality are no larger than losses from 
dishonesty in the usual lines of trade. 

But, even when the railroad is in competent and honest 
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hands, the question of betterments is, in view of these conflict- 
ing interests, still a difficult one. The large amount of Eng- 
lish capital invested in American railroads has led to a demand 
that English methods of finance be adopted in the United 
States. But do our conditions warrant such a change? The 
English railway, as regards its traffic and management, oc- 
cupies a position very different from that of the American 
road. Abroad, commercial changes are not likely to be great 
or sudden. Under the conditions of a comparatively stable 
traffic, the problem of income and expenditure seems simpler 
in England than with us. One of the well-established rules 
there is a sharp separation in the accounts between operating 
expenses and expenditures for improvements. Betterments 
are capitalized, and only the new interest is a charge before 
dividends. The slow changes in traffic make calculations as 
to the effect of improvements comparatively easy. But, in 
the United States, the contrary is true. Our commerce and 
the traffic of our railroads are often subject to the extremes 
of prosperity and adversity. The American railroad, there- 
fore, which puts none of its profits into its property in pros- 
perous years, must expect to find itself helpless when adver- 
sity comes, as come it will. The only test, therefore, which 
can hold in commercially speculative America in regard to 
payments from net income for improvements to property, is 
that of expediency. 

The purchasers of income bonds must hold them subject to 
this rule of expediency. They will naturally seek in some 
way to protect themselves against decisions upon such ques- 
tions as this of betterments, which would unfairly deprive 
them of their interest. Where no precise line can be drawn 
by which to measure the necessity of expenditures out of 
net income, the matter becomes largely subject to compromise. 
Compromise involves the idea of at least partial equality be- 
tween the opposing parties; and this equality the income bond- 
holders at times try to gain by asking that bonds bearing con- 
tingent interest (or all bonds fixed and contingent) shall be 
given, equally with the stock, voting power for the board of 
directors. This has not yet been generally done, as indeed 
the whole question is really a new one in the United States ; 
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but it is not unlikely that in the future something of the kind 
may be insisted upon. Some of the States, to be sure, in their 
railroad statutes, forbid voting power to anything but the 
stock. In such cases, a preponderating bond interest may 
acquire some indirect influence or veto upon the expenditures 
of the road through a trustee or other representative. 

It appears, then, that the relation between the bond and 
stock capital of railroads is slowly changing. In the begin- 
ning of the era of railroad enterprises, it was usual to find a 
large capital paid in by shareholders; while the debts were 
comparatively nominal in amount, perhaps half the sum total 
of the stock. In later years, additional capital was raised by 
further issues of bonds, until now the bonded indebtedness of 
our whole system exceeds the amount of stock at par; while 
the market value of this stock is only about two-thirds of its 
par value. The old plan was that no more bonds should be 
issued than would cover the absolutely certain value of the 
railroad, leaving the stock to represent its fluctuations. Partly 
because of the willingness of the public in former days to 
buy anything, if only it was a lien on real estate, the bond 
capital of our railroads has encroached upon the speculative 
field once occupied by the stock alone. This in turn has 
brought before our financial men the question of dividing the 
bonds into certain and uncertain interest. The change in the 
relation between stocks and bonds, and the extent to which 
the system of bonding has gone, is shown by the following 
table, compiled from Poor’s Manuals; showing earnings and 
payments per mile of railroad operated for 13 years: — 




















| | 
Miles Gross {Operating} Net ey Interest | Divi- 
Year. operated, | Earn’gs | Expenses} Earn’gs | Capital paid dends 
per Mile.| per Mile. |per Mile. per Mile,| Per Mile.|per Mile. 
ates CUE 
1876 78,508 | $6,763 | $4,226 | $2,537 | $2,212 | $1,273 | $939] 
1877 74,112 6,381 4,074 2,307 2,123 1,333 | 790 
1878 78,960 | 6,208 | 3,832 2,376 | 1,986 1,307 679 
1879 79,009 6,653 3,912 2,741 | 2,201 1,420 | 781 
1881 92,971 7,548 4,618 2,930 2,387 1,383 | 1,004 
1883 110,414 7,460 4,803 2,657 2,492 1,568 924 
1885 | 123,320 6,273 4,088 2,185 2,149 1,520 | 629 
1887 137,028 6,861 4,416 2,445 2,155 1,487 | 668 
1888 145,387 | 6,605] 4,531 2,074 | 1,976 1,424 | 552 
1889* 7,100 | 4,700 2,400 | 2,200 | 1,500 | 700 








* Approxim: te. 
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A great advantage of a table giving results per mile oper- 
ated is that it absolutely eliminates any criticism of the con- 
clusions to be drawn because of any “ watering ” of the capi- 
tal. The actual payments are here noted, and the actual 
earnings, gross and net, whether such earnings were paid on 
the original or on doubled stock. In no other way can the 
Granger argument about large payments on watered capital 
be so successfully met by figures. The gross earnings for 
fourteen years show remarkably small fluctuations. We know 
that the quantity of traffic carried has increased enormously. 
The fall in average rate has been equally great. The conclu- 
sion is that, on the whole, the benefit of the possible profit 
from increased business has been given to the public. The 
operating expenses also run very evenly, showing that steel 
rails, larger cars, and other economies have kept pace with the 
increasing amount of traffic to be handled. The differences 
between net earnings and amounts paid to capital are due to 
improvements paid for from year to year from net income and 
to interest upon floating debt. The only notable changes in 
the table are in the amounts paid in interest upon bonds and 
dividends upon stock. The earlier years show about sixty 
per cent. of the common fund paid for fixed charges. In the 
later years, the bonds get seventy per cent., the stock receiving, 
of course, less and less of the net income. Aside from the 
question of heavy bonded indebtedness forced upon the roads 
by reorganizations, there is observable a recent tendency to 
supply new capital by issues of stock instead of bonds. 
When possible, such a course should be highly commended, 
because it tends to bring about a better balance between the 
two distinctive forms of railroad capital. 

The question indeed arises whether there is such a thing as 
a “proper” balance between bond and share capital. Expe- 
rience must be the real basis for answering such a ques- 
tion; and experience teaches that railroad and corporation 
management is in the healthiest condition when the forms into 
which the capital is divided are based —at least approxi- 
mately — upon the distinction between the minimum and the 
speculative values of the property. The former should be 
represented — approximately again—by securities of one 
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kind, and the latter by those of another. While the division 
of our bonded indebtedness into parts bearing fixed and con- 
tingent interest is a gain to the truth and to the facts of our 
present financial position, and while it is better that part of 
a large bonded interest should be uncertain rather than that 
the whole should be so, yet the issue of income or preference 
bonds is in general not a sign of financial health, where the 
bonds were issued with this very uncertainty in view. One 
result is to make the stock a second preference only. There 
are many good arguments in favor of a division of the share 
capital of a railroad into common and preferred, which do 
not apply to the bonds. The one fact is enough that stock 
whose dividends are contingent has the control of the road, 
and, after paying the fixed charges, can pay to itself the 
rewards of a wise and active management. With bonds bear- 
ing contingent interest, this is not the case. It is not well to 
take the control of a road from those who ought to profit by 
its success. If so heavy a bonded indebtedness, with fixed 
and contingent interest, is ahead of the stock that dividends 
are almost or quite hopeless, we have the unfortunate specta- 
cle of a railroad whose shares are worthless except for control. 
A nominal sum will often buy in the open market enough 
shares to give to the purchaser the entire control of a corpora- 
tion in whose success the managers have but a very small 
interest. A common result of such a situation is that control 
finds its way into the hands of men who run the road for 
the pecuniary advantages it may bring to themselves and 
their friends, quite apart from dividends on the stock. It is 
not necessary to argue that such a state of affairs is not favor- 
able to bondholders or the general public. 

But income bonds, with contingent interest, are on the mar- 
ket as a result of the financial mistakes of former years. In 
the hands of honest managers, their dangers are reduced to 
a minimum ; and, so far as they represent the sloughing off of 
that part of bond principal and fixed interest which was dan- 
gerous to the general security of this large class of invest- 
ments, they may even be taken to be signs of health. Yet 
only necessity or temporary embarrassment can excuse their 
issue. Meanwhile, partly as a protection to the bonds, various 























NOTES AND MEMORANDA 457 


plans to relieve the roads from speculative control have been 
proposed in cases where bonds have a preponderating inter- 
est in good management. One plan, already mentioned, is 
that of giving voting power to bonds. Another is the voting 
trusteeship. This consists in an out-and-out transfer of the 
stock by the owners, individually and not collectively, to three 
or more trustees, the stockholders receiving in return certifi- 
cates entitling the holders to any dividends paid. These 
trustees may be chosen to represent all interests, stock, first 
mortgages, and incomes, in any desired proportion. The 
trustees do not operate the road themselves, but simply vote 
as stockholders for officers, and so decide upon the general 
policy to be pursued. Courts of law look with suspicion upon 
continuing trusteeships of all kinds, and a case involving 
directly the legal effectiveness of these arrangements has not 
come up; but competent lawyers are sure of the legality of 
such individual transfers. The plan has not yet been tried 
upon a scale large enough to make its working entirely clear. 
It is promising in that it proposes to have the real owners 
manage the property. The ground for criticism is rather that 
the severance between ownership and voting power should 
never have arisen. Bonds should have been kept to their true 
position of representing a certainty for both principal and 
interest ; and stocks should cover the speculative value of the 
property with returns large or small, as circumstances and 
good management might determine. It would be well if our 
future railroad finance should look towards a return, as far 
as possible, to these earlier conditions. 


Tuomas L. GREENE. 
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JANNET (C.). Le Socialisme d’Etat 
et la Réforme Sociale. 2° Edition, 
mise au courant des Statistiques 
et des Lois les plus Récentes. Paris: 
Plon & Nourrit. 8vo. pp. 626. 
7.50 fr. 

LAVELEYE (E.). Le Socialisme 
Contemporain [new edition, with 
chapters on Socialism in England 
and on the State and the Individ- 
ual, with reply by —<—y + peta 
Paris: Alcan. 8vo. 3.50 

LAVOLLEE (R.). La Loi d’ Airain 
du Salariat et la Hausse des Sa- 
laires en Angleterre. Paris: Pi- 


card. 8vo. pp. 39. 
Luioyp (H. D.). A Strike of Mill- 


ionaires against Miners, ‘‘Our 
Bad Wealth” Series, No. 1. Chi- 


cago: Belford-Clarke Company. 
8vo. pp. 264. 
Locu (C.S.). Charity Organization. 
[Social Science Series.] London: 
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SOCIAL QUESTIONS, LABOR AND CAPITAL. 


Swan Sonnenschein. S8vo. 2s. 6d. 
[Announced. ] 

Merninenaus (A.). Die Sozialen 
Aufgaben der Industriellen Arbeit- 
geber. Tiibingen: Laupp. S8vo. 

pp. 164. 3m. 

Morrison (W. D.). Crime and the 
Prison System. [Social Science 
Series.] London: Swan Sonnen- 
schein. 8vo. 2s. [An- 
nounced. | 

MUENSTERBERG (E.), Das Landar- 
menwesen. Im Auftrage des 
deutschen Vereins fiir Armen- 
pflege und Wohlthiitigkeit .. . auf 
Grund der erstatteten Berichte 


bearbeitet. [Heft 10 of Schriften 
des Vereins.] Leipzig: Duncker 
& Humblot. 8vo. 6m. 

Post (J.). Musterstitten persdn- 


licher Fiirsorge von Arbeitgebern 
fiir ihre Geschiftsangehorigen. 
(With an introduction, Patriarch- 
alische Beziehungen in der Gross- 
oot to be had separately at 
1.50 m.] BandI. Berlin: Oppen-' 
heim. Svo. 44 illustrations. 

RATHBONE (W.). Sketch of the 
History and Progress of District 
Nursing, from its Commencement 
in 1859 to the Present Date; in- 
cluding the foundation by the 
Queen of the Queen Victoria In- 
stitute for Nursing the Poor in 
their own homes. London and 
New York: Macmillan. 12mo. 
pp. 154. 75 cts. 

RouGiER (J. C. P.). Les Sociétés 
de Secours Mutuels du Rhéne. 
Etude sur leur Situation, et sur 
les Progrés et Réformes qu’elles 
ont & réaliser. Lyons: Imp. 
Mougin-Rusand. 8vo. pp. 48. 

SARTORIUS VON WALTERSHAUSEN 
(A.). Der moderne Socialismus 
in den Vereinigten Staaten von 
Amerika. Berlin: Bahr. 8vo. pp. 
422, 8m. 

Say (Lton). Le Socialisme d’ Etat 
eater Ce Angleterre; Allemagne ; 
talie; Conclusion]. Paris: Lévy. 
8vo. pp. 216. 3.50 fr. 


ScHAEFFLE (A. E. F.). The Quin- 


tessence of Socialism [reprinted]. 
New York: Humboldt Publishing 
15 cts. 


Company. 8vo. pp. 55. 
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Sims (G. R.). How the Poor live, 
and Horrible London. London: 
Chatto & Windus. 8vo. 1s. 6d. 


UNSIGNED. Die Armenpflege der 
Stadt Bern. Bern: Michel & 
Biichler. 8vo. pp. 193. 1m. 





Die Protokolle der inter- 
nationalen Arbeiterschutzkonfer- 
enz. Inamtlichen Auftrag. [An 
edition in French also published. ] 
Leipzig: Duncker & Humblot. 
8vo. pp. 227. 5m. 

VEREIN fiir Armenpflege und Wohl- 
thitigkeit, stenographischer Be- 
richt iiber die Verhandlungen der 
10 Jahresversammlung, Septem- 
ber, 1889. Heft 9 of Schriften 
des Vereins. Leipzig: Duncker 
& Humblot. 8vo. pp. 152. 
3.60 m. 

WILLouGHBy (W. F.) and Grar- 
FENRIED (C. de). Child Labor. 
Two prize essays. Publ. of Amer. 
Econ. Assoc., Vol. V., No. 2. Bal- 
timore. 8vo. pp. 149. 75 cts. 

WILMANNS (C.). Die Reception des 
romischen Rechtes und die soziale 
Frage der Gegenwart. Berlin: 
Luckhardt. 8vo. pp. 112. 2.40m. 


In Periodicals. 


BELLOM (M.). Les Caisses de Se- 
cours et d’Assurance pour les 
Ouvriers Mineurs du District de 
Freiburg, Saxe Royale. [First 
article. } La Réforme Sociale, 
June. 

Boreut (R. vonder). Die Aufgaben 
und die Organisation des Reichs- 
versicherungsamtes. Archiv f. 
Soz. Gesetzg., 3, Heft 1. 

Bouton (S. B.). Labor Disputes 
and the Chamber of Commerce 
[a proposed scheme of arbitration 
for London; with letter and report 
in appendix]. Nineteenth Cen- 
tury, June. 

BRENTANO (L.). La Réglementa- 
tion Internationale de !’ Industrie. 
Revue d’Econ. Pol., April. 

DoNALD (R.). Trusts in the United 
States. Contemporary, June. 

Ertt (M.). Soziale Versicherung 

und Statistik in Oesterreich. A. 

Unfallversicherung. B. Kranken- 
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versicherung. Archiv f. Soz. Ge- 
setzg., 3, Heft 1, 2. 


Grav (C.). Le Socialisme d’Etat 
dans |’Empire Allemand. III. 
Les Pensions aux Invalides et le 


s 

Rescrits Impériaux. Revue de 
Deux Mondes, 1 April. 

Jay (R.). Die Fabrikinspektion in 
Frankreich. Archiv f. Soz. Ge- 
setzg., 3, Heft 1. 

MorGAN (Mary de). Co-operation 
in England in 1889 [with special 
reference to co-operation by wo- 
men]. Westminster, May. 

OVERLAND MONTHLY. Twentieth 
Century Number [contributions 


from various hands on the Na- 

tionalist movement]. June. 
PoTTER (BEATRICE). The Lords 

and the Sweating System. Nine- 


teenth Century, June. 

RAFFALOVICH (A.). La Société de 
Consommation des Ouvriers des 
Forges et Aciéries de Trith Saint- 
Leger (Nord). Journ des Econ., 
March. 

Sprogavacca (L.). Die Unter 
stiitzungsvereine der Arbeiter in 
Italien. Archiv f. Soz. Gesetzg., 
3, Heft 1. 


ScHAEFFLE (A. E. F.). Ausnahme- 


gesetzgebung und Sozialdemo- 
kratie vom  wissenschaftlichen 
Standpunkt. Zeitschr. f. Ges. 


Staatsw., 46, Heft 2. [Reprint pub- 


lished by Laupp, Tiibingen, at 
1.50 m.] 

Scutoss (D. F.). Industrial Co- 
operation. Contemporary, April. 


System. 





. The Sweating 
Fortnightly, April. 

SERING (M.). Die sociale Frage in 
England und Deutschland. Jahrb. 
f. Gesetzg., 14, Heft 2. 

UNSIGNED. Life Insurance among 
the Poor [Friendly Societies and 
insuring companies]. London 
Quarterly, April. 

Watson (R. 8S.) The Peaceable 
Settlement of Labor Disputes [ar- 
bitration in the North of England 
iron and coal trades]. Contempo- 
rary, May. 

WoeEDrKE (E.). Zur Invaliditits- 

und Altersversicherung im Aus- 

blick auf die Praxis. Jahrb. f. 

Gesetzg., 14, Heft 2. 
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IV. LAND. 


Doner (C. R.). vy oe on Flax, 

ute. [Report 
No. 1, New Series Miscellaneous, 
Division of Statistics, Department 
Washington: 
Government Printing Office. 8vo. 


Hemp, Ramie, and 


of Agriculture.] 


pp. 105. 
Saumon (C.8.). The Ceylon Starva- 
tion Question. 12mo. pp. 40. 





12mo. pp. 36. 
Cobden Club Publications. 
3d. 


In Periodicals. 


Davis (C. W.). 
is not 


The Grain Tax in Ceylon. 
London: Cassell. 
Each, 


Why the Farmer 
Prosperous.— When the 
Farmer will be Prosperous.— The 


Exhaustion of the Arable Lands. 
Forum, April, May, June. 

PARMENTIER. (C.). La Législa- 
tion Anglaise sur l’Indemnité de 
Plus-value au Fermier sortant. 
Journ. des Econ., March. 

Prive (A.). Die wirthschaftliche 
Erschliessung der  Liineburger 
Heide. Zeitschr. f. Ges. Staatsw., 
46, Heft 2. 

Ricwarps (R. C.). The Landlord’s 
Preferential Position [with refer- 
ence mainly to the Bankruptcy 
Act of 1883]. Fortnightly, June. 


WALLACE (A. R.) WICKSTEED (C.) 


and Others. Land Nationaliza- 
tion [in the New Round Table; 
a ‘‘Symposium’’]. Westminster, 
May. 


V. POPULATION, EMIGRATION, AND COLONIES. 


UNSIGNED. 


and reports by various 
Paris: Challamel. 8vo. 
7.50 fr. 


Congrés Colonial In- 
ternational de Paris, 1889 mony 

nands]. 
pp. 382. 


MEYNERS 


In Periodicals. 
pD’EstrREY (H.). 
Kongsi, ou République atm 
grants Chinois dans |’Ouest de 
Borneo. Journal des Econ., May. 


VI. INTERNATIONAL TRADE AND CUSTOMS TARIFFS. 


ApaAms (G. H.). 


the Secretary of the Treasury. 
New 7 Baker, Voorhis & Co. 
8vo. pp. 319. $3.00. 

BERT (E . 
merce. 
anier et le Commerce International 
de la France de 1789 & 1890. Ex- 
trait des Mémoires de la Société 
des Ingénieurs Civils. Paris: 
Steinheil. 8vo. pp. 30. 


VII FINANCE 


ConrIGLIANI (C. A.). Teoria Ge- 
nerale degli Effetti Economici delle 
Imposte. Saggio di Economia 
Pura. Milan: Hoepli. 8vo. pp. 


277. 
Théorie de l’Intérét 


Cuenin (E.). 
et de l’Amortissement. Paris: 


Guillaumin. 8vo. 10 fr. 





A Handbook of 
the Tariff on Imports into the 
United States, the Free List, and 
the Bond and Warehouse System 
now in Force; with notes of Judi- 
cial Decisions, and Decisions of 


PATTEN (S. N.). 


UNSIGNED. 


Les Traités de Com- 
Etude sur le Régime Dou- 


Gossip (G. H. D.). 


MamrortH (K.). 


The Economic 
Basis of Protection. Philadelphia: 
Lippincott. 12mo. pp. 144. $1.00. 
Revision of the Tariff. 
Hearings before the Committee on 
Ways and Means. House Misc. 
Doc., No. 176, 51st Congress, Ist 
Session. Washington: Govern- 
ment Printing Office. 8vo. pp. 
1408. 


In Periodicals. 


Protection vs. 
Free Trade in Australia [Victoria 
and New South Wales]. Fort- 
nightly, June. 


AND TAXATION. 
HECKEL (M.). 


Die Einkommen- 
steuer und die Schuldzinsen. Ein 
Beitrag zur Kritik und Reform 
der deutschen Einkommensteuern. 
Leipzig: Winter. 8vo. pp. 196. 


3 m. 
Geschichte der 


preussischen Staats-Besteuerung 
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im19 Jahrhundert. Theil I: 1806 
bis 1816. Leipzig: Duncker & 
Humblot. 8vo. pp. 807. 18 m. 

Maru (E. P. M.). Taxation and 
the Taxable Bases of the United 
Kingdom. Imperial Taxation, in- 
cluding Colonial Taxation; Local 
Taxation, including Bottomry 
Taxation; Their Respective Inci- 
dences over the United Kingdom 
Gross Inequalities. Dublin: Sealy. 
8vo. pp. 60. 1s. 

POULLIN (M.). Question de Sucres. 
—L’Impét sur les _ Raffineurs. 
Paris: Guillaumin. 8vo. 1.50 fr. 

SARGENT (C. H.). Urban Rating: 
An Inquiry into the Incidence of 
Local Taxation in Towns, with 
Special Reference to Current Pro- 

sals for a Change. London: 
ongmans. S8vo. pp. 150. 6s. 

Scumirz (L.). Die preussische 
Grund- Gebiiude- und Gewerbe- 


steue tzgebung, unter beson- 
derer Bezugnahme auf die Lage 


der Landwirthschaft. Ein Beitrag 
zur Steuerreform. Berlin: Putt- 
kammer & Mihlbrecht. 8vo. 
pp. 60. 1.20 m. 

UNSIGNED. Les Finances de la 
Russie. Budgets, Dette Publique, 
Chemins de Fer, Commerce Ex- 
térieur, Production de |’ Or, d@’aprés 


VIII. 


CANOVAI (T.). La Questione ban- 
caria in Italia: Osservazione in- 
torno il Disegno di Legge per il 
Riordinamento degli Instituti di 
Emissione. Rome: Forzani. 8vo. 
pp. 148. 3 fr. 

DucHaTeEIL (P.). Nouveau Traité 
d’ Economie Politique et Monétaire. 
La Banque de France; Renouvelle- 
ment de son Privilége; La Lutte 
pour!l’Or; Les Crises; Etude Com- 
parative des Banques d’Emission 
del’Etranger. Paris: Guillaumin. 
4to. pp.179. 15 fr. 

Feurx (L). Wihrungsstudien, mit 
besonderer Riicksicht auf Oester- 
reich-Ungarn. Leipzig: Duncker 
& Humblot. 8vo. pp. 40. 1m. 

FrRERE-ORBAN and LAVELEYE (E.). 
La Question Monétaire en Belgique 
en 1889. Echange de Vues. 
Paris: Guillaumin. S8vo. 3.50 fr. 
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les Documents Officiels. Paris: 


Chaix. 4to. pp. 258. 


In Periodicals. 


Taxation of Pipes 


BEALE (J. H.). 
Harvard Law 


in Public Streets. 
Review, May. 

BurkKartT (C.). Die italienische 
Steuer auf die Einkiinfte von be- 
weglichem Vermdgen. Finanz- 
Archiv, 6, Heft 1. 

BuRKHARD (W.). Das bayrische 
Staatsbudget in den ersten 70 
Jahren seit Bestehen der Ver- 
fassung, 1819-90. Finanz-Archiv, 
6, Heft 1. 

LAcOMBE(M.). Le Budget de 1891. 
Journal des Econ., May. 

Marcé (V.). La Cour des Comptes 
Italienne [first instalment]. Ann. 
de I’ Ecole Libre, April. 

PoINsARD (L.). Le Crédit Public 
et les Emprunts sous le Consulat 
et l’Empire. Ann. de I’Ecole 
Libre, April. 

SELIGMAN (E. R. A.). 
tion of Corporations. I. 
Quarterly, June. 

UNSIGNED. Die Entwickelung der 
russischen Staatsschuld. Finanz- 
Archiv, 6, Heft 1. 


The Taxa- 
Pol. Sci. 


BANKING, CURRENCY, CREDIT, AND PRICES. 


Beitrag zur Lésung 
Berlin: Putt- 


HAMMER (E.). 
der Wiihrungsfrage. 


kammer & Mihlbrecht. 8vo. 
p. 24. 1m. 

Horton (S. DANA). Silver in 
Europe. London and New York: 
Macmillan. 12mo. $1.50. 

Kautsca (J.). Handbuch des Bank- 
und Bérsenwesens. Mit beson- 


derer Beriicksichtigung deutscher 
und dsterreichisch-ungarischer 
Verhiiltnisse. Lieferung 1 [to be 
completed in 12 parts, at .50 m.]. 
Berlin: Langenscheidt. Svo. 


». $2. 
Lorz (W.). Die Wiahrungsfrage in 


Oesterreich-Ungarn. Leipzig: 
Duncker & Humblot. 8vo. 1m. 

MacLeop (H. D.). The Theory of 
Credit. Vol. IL, Part1. [Part 2 
in press.] London: Longmans. 
Svo. 4s. 6d. 
































MILLER (W. H.). On the Bank’s 
Threshold; or, The Young Banker. 
A popular outline of banking, il- 
lustrated by anecdote. London: 
Partridge. 8vo. 2s. 6d. 

SATTLER (H.). Die Effektenbanken. 
With preface by A. Wagner.] 

eipzig: C. F. Winter. 8vo. pp. 
135, 2.40 m. 

UnsiIGNeD. Congrés Monétaire In- 
ternational tenu & Paris le 11-14 
Septembre, 1889. Compte rendu 
in Extenso et Documents. Paris: 
Bibliothéque des Annales Econo- 
miques. 8vo. pp. 477. 

WALKER (B. E.). The Canadian 

ystem of Banking and the Na- 

tional Banking System of the 
United States. A Comparison 
with Reference to the Banking 
Requirements of Canada. To- 
ronto: Trout & Todd, Printers. 
12mo. pp. 22. 


In Periodicals. 


Bovrovuitt (J.). Der Zinsfuss im 
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Franoors (G.). Les Emissions de 
Billets de Banque en Angleterre. 
Journal des Econ., May. 

Leroy-BrEAULIEU (P.). La Répu- 
blique Argentine et le Brésil. Les 
Conséquences d’une Fausse Con- 
ception du Réle des Banques et du 
Réle de Etat [chiediy on banks 
and inconvertible paper money]. 
L’ Econ. Francais, March 22, 29. 


Lotz (W.). Die Technik des 
deutschen Emissionsgeschiiftes. 
Anleihen, Konversionen, und 
Griindungen. Jahrb. f. Gesetzg., 
14, Heft 2. 

MacDonacp (A. J.). Banking in 
India. Journal of Inst. of Bank- 
ers, May. 


Miutuet (H. A.). D’un Aphorisme 
Orthodoxe mais Inexact sur la 
Monnaie [quantity of money and 
prices]. Revue d’Econ. Pol., 


pril. 

UNsIGNED. The Volume and Con- 

dition of our Gold Currency. 
Economist, May 31. 

~ re La Réforme 

Monétaire en Autriche-Hongroie 

[abstract of report by R. Lieben, 





Jahre 1889, Jahrb. f. Nat. Oek., of Vienna]. Journ. des Econ., 
20, Heft 4. ' April. 
IX. LEGISLATION. 
BornuAk (C.). Die deutsche So- Leipzig: Duncker & Humblot. 
zialgesetzgebung. Systematisch 8vo. 4.80 m. 
dargestellt. Freiburg: Mohr. WeEBER(W.). Die deutsche Patent- 
8vo. pp. 56. 1m. ——— und ihre Reform. 
Boursiges. Les Lois de Succession Critische Erérterung des Patent- 


dans la Société Contemporaine. 
Brussels. 8vo. 2.50 fr. 

Braun (A.). Die Arbeiterschutz- 
gesetzgebung in den europiischen 
Staaten. Band I: Deutschland. 
Tiibingen: Laupp. 8vo. 8 m. 

Pinoty (R.). Das Reichsunfallver- 
sicherungsrecht, dessen Entsteh- 
ungsgeschichte und System. 


Band I. Wiirzburg: Hertz. 8vo. 
pp. 320. 5m. 
Rosrn (H.). Das Recht der Arbeit- 


erversicherung. Fiir Theorie und 
Praxis systematisch dargestellt. 
Vol. I.: Die reichsrechtlichen 
Grundlagen der Arbeiterversicher- 
ung. Berlin: Guttentag. 8vo. 


pp. 254. 4.50 m. 
Strepa (W.). Das Gewerbegericht. 





esetzes vom 25 Mai, 1877, und 
er bisherigen Vorschlige, nebst 
einem Gesetzentwurf. Berlin: 
Heymann. 8vo. pp. 310. 6m. 


In Periodicals. 


DEMENTJEFF (E. M.). Die russ- 
ische Fabrikgesetzgebung. Archiv 
f. Soz. Gesetzg., 3, Heft 2. 

FERRARIS (C. F.). Die wirthschaft- 
liche Gesetzgebung Italiens in 
1887 und 1888. Jahrb. f. Nat. 
Oek., 20, Heft 5. 


GRUENBERG (K.). Der dsterreich- 


ische Entwurf eines Gesetzes iiber 
die Errichtung von Arbeiterkam- 
mern. 

Heft 4. 


Jahrb. f. Nat. Oek., 20, 


































464 


HERKNER (H.). Zur Kritik und 
Reform der deutschen Arbeiter- 
schutzgesetzgebung. Archiv f. 
Soz. Gesetzg., 3, Heft 2. 

LEWECK (R.). Die Arbeiter-Krank- 
enversicherung nach deutschem 
Reichsrecht. Ann. des Deutschen 
Reichs, 1890, No. 2. 

MENGER (A.). Das_ biirgerliche 
Recht und die besitzlosen Volks- 
klassen. Fiinfte Abtheilung 
[chiefly on the law of inheritance 
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in the proposed German code]. 
Archiv f. Soz. Gesetzg., 3, Heft 1. 

NEERGAARD (N.). Unfallver- 
sicherung und Krankenunterstiitz- 
ung in Dinemark [proposals for 
legislation]. Archiv f. Soz. 
Gesetzg., 3, Heft 2. 

UNSIGNED. Text des Entwurfes 
eines Gesetzes betr. die Gewer- 
begerichte [German Empire; with 
introduction by F. Schmid]. 
Archiv f. Soz. Gesetzg., 3, Heft 2. 


X. ECONOMIC HISTORY AND DESCRIPTION. 


CursHoLm (G. G.). A Smaller 
Commercial Geography. London: 
Longmans. 8vo. pp. 210. 2s. 6d. 

Dusols (M.). Géographie Econo- 
mique de |’ Afrique, ! Asie, l’Océ- 
anie, et ’ Amérique. Paris: Mas- 
son. 12mo. pp. 736. 

Fiotow (G.). Das Schuhmacher- 
Handwerk in seiner Entwickelung. 
Ein Beitrag zur Kulturgeschichte 
Miinchens. Festschrift zum 600 
jabr. Jubilium der Schuhmacher- 
meister Innung Miinchen. 1 Lief- 
erung. Munich: Fritch. 4to. 
pp. 22. To be completed in 6 

jeferungen at .50 m. 

FRANELIN (A.). La Vie Privée 
d@’ Autrefois. Arts et Métiers, 
Modes, Mceurs, Usages des Pari- 
siens, du XITI® au XVIII® Siécle. 
Paris: Plon & Nourrit. 3.50 fr. 

Grpsins (H. de B.). An Industrial 
History of England [the first of a 
series of handbooks on historical, 
literary, and economic topics, de- 
signed for university extension 
students, and for home readers]. 
London: Methuen. [Announced.] 

GommeE (G. L.). The Village Com- 
munity. With special reference 
to the Origin and Forms of its 
Survivals in Britain. With Maps 
and Illustrations. London: W. 
Scott. 8vo. pp. 300. 3s. 6d. 

GRossMANN (F.). Ueber die guts- 
herrlich-bauerlichen Rechtsver- 
haltnisse in der Mark Branden- 
burg vom 16 bis 18 Jahrhundert. 
Heft 4, Band 9, of Schmoller’s 

orschungen.| Leipzig: Duncker 

& Humblot. Svo. pp. 138. 3.60 m. 
Hovuzké pe w’AuLtnorr (A.). La 
Finance d’un Bourgeois de Lille 


au XVII¢Siécle. Livre de Raison 
de Francois Daniel Le Comte, 
Escuyer, Conseiller, Secrétaire du 
Roi, Maison et Couronne de France 
(1664-1717). Lille: Impr. Danel. 

8vo. pp. 138 

Juutn (A.). Recherches sur le Sa- 
laire des Ouvriers des Charbon- 
nages Belges, 1810-1889. Liége: 
Demarteau. 12mo. pp.61. .75fr. 

LEepovux (C.). L’Organisation du 
Travail dans les Mines et particu- 
ligrement dans les Houilléres tant 
en France qu’a l’Etranger. Con- 
férences faites & l’Ecole Libre des 
Sciences Politiques. Paris: Chaix. 
8vo. pp. 64. [Summarized in 
YEcon. Frangais of April 5, 12, in 
Ann. de !’Ecole Libre, April, and 
in Revue d’Econ. Pol., April. ] 

LipPpMANN (E. O.). Geschichte des 
Zuckers, seiner Darstellung und 
Verwendung, seit den iltesten 
Zeiten bis zum Beginne der Rii- 
benzuckerfabrikation. Ein Bei- 
trag zur Kulturgeschichte. Leip- 
zig: Hesse. 8vo. pp. 489. 6m. 

MEYER (M.). Geschichte der preus- 
sischen Handwerkerpolitik. Vol. 
II. Minden: Bruns. 10 m. 

MORGENSTERN (F.). Die Fiirther 
Metallschligerei. Eine mittel- 
frinkische Hausindustrie und ihre 
Arbeiter. Tiibingen: Laupp. 8vo. 
pp. 297. 4m. 

RAFFALOVICH (A.). L’ Année Eco- 
nomique, 1888-89. [Finances Pu- 
bliques; Législation Economique; 
Tarifs Douaniers; Accaparement 
des Cuivres; Effondrement du 
Comptoir d’Escompte; Syndicats 
des Producteurs; Marchés.} Paris: 
Quantin. Svo. pp. 285. 
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Rive (V.). Asiatische Handlungs- 
compagnien Friedrichs des Gros- 
sen, Ein Beitrag zur Geschichte 
des preussischen Seehandels und 
Aktienwesens. Berlin: Heymann. 
8vo. pp. 344. 8.50 m. 

ScuuLze-GAEVERNITz (G.). Zum 
socialen Frieden. Eine Darstell- 
ung der social-politischen Erzieh- 
ung des englischen Volkes in 19 
Jahrhundert. Leipzig: Duncker 
& Humblot. 2vols. 20m. [An- 
nounced. ] 

Socrtté ‘v’Economiz SocrALe. 
Les Ouvriers des Deux Mondes. 
2° Série, Tome II. Paris: Bureaux 
de la Réforme Sociale. 8vo. 15fr. 

Srem (W.). Die Genossenschaft 
der deutschen Kaufleute zu Briigge 
in Flandern. Berlin: Gaertner. 
8vo. pp. 136. 3.60 m. 

Tortora (E.). Nuovi Documenti 
per la Storia del Banco di Napoli 
[1538-1863]. Naples: Bellisario. 
4to. pp. 660. 

WerEDEN (W. B.). Economic and 
Social History of New England. 
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Youne (ARTHUR). Tour in Ire- 
land [with Introduction and Notes 
by A. W. Hutton]. London: Bell 
& Sons. Bohn’s Library. 2 vols. 
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In Periodicals, 


Micnet (G.). Les Houilléres en 
France, en Angleterre, et en Bel- 
gique, et leur Production depuis 
POrigine. L’Econ. Francais, 22 
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OLDENBERG (K.). Studien iiber 
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SmitTH (R. M.). On Census Methods. 
Pol. Sci. Quarterly, June. 
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Courtors [Editor]. Annales de 
la Société d’Economie Politique. 
Tome 3, 1858-59. Paris: Guillau- 
min. 8vo. pp. 432. 9 fr. 

DAMMER (O.) FRaitor}. Handwort- 
erbuch der offentlichen und pri- 
vaten Gesundheitspflege. Erste 
Lieferung. Stuttgart: Enke. 8vo. 
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Lieferungen at 2 m., by the begin- 
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EFFERTZ (O.). Die Kosten des 
Heeres. Berlin: Puttkammer & 
Miilbrecht. 8vo. pp.32. 1m. 

Grpon (A.). Les Accidents du 
Travail et de l’Industrie. Publi- 


cation du Comité des Houillires 





Paris: Guillaumin. 


3 fr. 


de France. 
4to. pp. 252. 
GoTHEIN (G.). Sollen wir unseren 
Bergbau _verstaatlichen ? Mit 
Anhang: Wie verbesseren wir un- 
sere Arbeiterverhiltnisse? Bres- 
lau: Koebner. 8vo. pp. 59. 
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HUNGERFORD (F. R.). British Dif- 
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12mo. pp. 124. 2s, 
McCormick (8S. D.). 
or, The Follies of a Nation. 
Louis: A. R. Fleming & Co. 
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MUEHLBRECHT(O.). Uebersicht der 
gesammten staats- und rechts- 
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mer & Miihlbrecht. Svo. pp. 250. 


6 m. 

ScHMOLLER (G.). Zur deutschen 
Sozial- und Gewerbepolitik der 
Jahre 1872 bis 1890. Reden und 
Aufsiitze. Leipzig: Duncker & 
Humblot. 8vo. 10 m. [An- 
nounced. | 

Simon (J.). English Sanitary Insti- 
tutions, Reviewed in their Course 
of Development and in Some of 
their Political and Social Rela- 
tions. London: Cassell. 8vo. 
18s. 

UNSIGNED. Wohin steuern wir? 
Sozialpolitik oder Humanitits- 
dusel? Zugleich ein Versuch 
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Risel & Co. 8vo. pp. 92. .75m. 


In Periodicals. 

GOLLMER and Karup (J.). Die 
Sterblichkeit nach Todesursachen 
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1878. Jahrb. f. Nat. Oek., 20, 
Heft 5. 
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the Empire. Nineteenth Century, 
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KEELER (B. C.). Public Control of 
the Telegraph. Forum, June. 

NEYMARCK (A.). Le Classement et 
la Répartition des Actions et Obli- 
gations des Chemins de Fer dans 
les Portefeuilles [average holdings 
of stockholders; proportion of 
bonds and stock]. Journ. de la 
Soc. de Statist., May. 

RATOIN (E.). Les Nouveaux Mono- 
poles. *[Telephones, Matches. ] 
Journal des Econ., May. 

SEIDLER (E.). Die Geldstrafe vom 
Volkswirthschaftlichen und So- 
zialpolitischen Gesichtspunkte. 
Jahrb. f. Nat. Oek., 20, Heft 3. 

Swirt (M. I.). The Working Popu- 
lation of Cities and what the Uni- 
versities owe them [University 
Settlements in London and New 
York.— University, Extension]. 
Andover Review, June. 

Wuire (H.). Wells’s Recent Eco- 
nomic Changes. [A Reply to 
S. N. Patten’s review.] Pol. Sci. 
Quarterly, June. 

WICKSELL (K.). Ueberproduction, 
— oder Uebervélkerung? Zeitschr. 
f. Ges. Staatsw., 46, Heft 1. 


























APPENDIX. 


FAMILY MONOGRAPH. 


Of a London cutler, employed by the piece. Compiled in 1851 
from details collected on the spot, by F. Le Play. (See page 423 of 
the text.) 


I. 


§ 1. Description of Locality.—The family live in White Friars 
Street,— a little street in a populous quarter of London, between the 
Thames and the busy route of Fleet Street. They have a house at 
low rent and not too far from Oxford Street, whence the man gets his 
work. (Here follows a note as to the movement of the cutlery trade 
from London to Sheffield, as the German steel shipped from Holland 
gave way to the Swedish.) Table knives are still made in London, 
but no other articles of cutlery. Handles are fitted here to blades 
made at Sheffield. The work is largely done at home. Though the 
engagement is only by the job, sometimes it goes on for years or 
even for life. 

§ 2. List of Family.— Workman (born at Attercliffe, Yorkshire), 
married eleven years, aged thirty-four; wife (born at Lambeth, 
Surrey), aged thirty-three; children, boy of ten, girls of nine and five, 
and boy of eight months (all born in London); man’s mother, aged 
eighty-two, a widow for six years, since which time, having no re- 
sources, she has been maintained in her son’s family. 

§ 3. Religion and Morality. Church people, but not assiduous wor- 
shippers; scarcely any religious sentiment. It is customary for only 
the upper classes to go to morning service, and the sermon is spoken 
to them. Lower classes rarely attend, except at 6 p.m., when they 
hear a curate,—the only point in Europe where Le Play noticed a 
fashion of separation of classes for worship. He sees no reason for 
it, and thinks it anti-social. This family goes to church on Sunday 
evenings as an outing, if it is not fine enough for a turn in one of 
the parks. No personal relations with the parish clergy. Wife, 
without any display of feeling, recalls the fact that they found it very 
difficult to get a clergyman when her husband’s brother was dying. 
Like most English workmen, the man is of rude and unpolished 
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exterior; but the wife is of genteel bearing and speech. The couple 
are steady, and treat the old mother with respect and affection. 
Paternal authority is high in England in the upper classes, and higher 
here than in the corresponding class in other Western countries. No 
brandy consumed at home: the husband very rarely drinks it when 
out. And yet the family makes no attempt to save,— never deposits 
money in the savings-bank: at most, the wife puts by 60 francs now 
and then against a rainy day. Abundant food and comfortable 
lodging are the pleasures the family most affects; and these desires 
continually excite it to spend all it gets. Thus, when the death of a 
sick brother whom they had supported lessened their expenses, they 
moved at once from rooms at 5 francs to a house at 9 francs a week. 
Their only provident measure is a weekly subscription to the Odd- 
fellows’ Benefit Society. 

§ 4. Hygiene.— House less unhealthy than many other workmen’s 
dwellings in London, but far from combining the chief conditions of 
salubrity. Neighborhood damp, near the Thames; street narrow, 
sunlight almost blocked out. Family ordinarily lives either on the 
ground floor or on the basement invariably found in London houses. 
Basement in this house wants air and light. Whole family (except 
the old mother) lymphatic. Illness pretty frequent. Doctor called 
in only when serious; he finds the medicine; average bill, 37 francs 
a year. Children, when not at school, play in the street or in the 
Temple Gardens near by, when they are let in (6 p.m. to 8 P.M.) 
during three months of summer. Chief hygienic resource of family 
is Sunday walk on one of the neighboring bridges or in a West End 
Park. 

§ 5. Rank of the Family.— The man is a piece-worker. His wife 
fetches and carries his work, and brings home the pay, which is 
proportioned to the number and quality of articles finished. Nature 
of his work allows of home industry, and gives him a certain inde- 
pendence. He would like to set up on his own account. Used to 
live on second floor of a small house; thought a shop in a street 
would bring him business, but outside public have no motive in 
passing his way, and the neighbors’ wants are very few. Moreover, 
the family is too lacking in the spirit of frugality to rise perma- 
nently to a higher social scale. 

II. 
MEANS OF EXISTENCE OF THE FAMILY. 
§ 6. Immovable Property.x— None. Does not think of getting any. 


Wife is astonished to learn that French families with smaller re- 
sources than hers constantly lay by a little to purchase at least their 
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own house. This indifference to the ownership of land is equally 
marked among agricultural laborers in England, and is one of the 
facts which distinguishes them most from those of the Continent.— 
Money, 20 francs. (Has no permanent sum in hand, but runs into 
debt in bad times; then saves for four months up to 60 frances twice 
ayear. General average throughout the year, therefore, amounts to 
20 franes).— Materials and working tools, 122 fr. 92 c. (full inventory 
and detailed estimate given).— Interest in Benefit Society, 48 fr. (pres- 
ent value of grant in case of death).— Total, 190 fr. 92 ¢. 

§ 7. Subventions (such as pig, cow, poultry, kitchen garden).— 
None. 

§ 8. Work and Jobs.— Man finishes table knives; makes the handles 
out of ivory and ebony sent to him; fits and joins the blade, and 
polishes the whole. He mends and sharpens knives for the neigh- 
bors. As is not unusual in England, he aids the wife by doing most 
of the family marketing. The wife is helped in the housework by 
the old mother, who is still nimble and helps to get the meals and 
look after the children and clothes. Every fortnight, the wife does 
the washing in the basement. The best room, on the first floor, is 
used for drying. Workmen’s houses in London are not so well pro- 
vided as those in Geneva with washing and drying accommodation ; 
and the penury in linen makes washing days more frequent and causes 
extra expense. As a rule, families like this pay * for their washing 
and ironing. The wife was a seamstress before marriage, and makes 
most of the family garments. Family Enterprises.— Table-knife finish- 
ing (finding his own tools), cutlery repairs, sub-letting part of house 
to man’s brother. 


ri. 
MODE OF EXISTENCE. 

§ 9. Food and Meals.— Breakfast, 8 a.m.: tea, with milk and sugar ; 
bread and butter.— Dinner, 1 p.m.: meat, boiled, fried, or roast (hot 
or cold); bread; potatoes or other boiled vegetables; now and then, 
instead of meat, fish and shell-fish; porter.— Tea, 5 p.m.: as break- 
fast.— Supper, 9 p.m.: bread and cheese and porter. 

§ 10. Dwelling, Furniture, and Clothing.— Five-storied house, each 
story of one room, with a window looking into the street. Basement 
contains cooking, washing, and cleaning utensils. On a level with 
the basement are a sink and a water-closet lighted by a small horizon- 
tal window with broken glass, opposite a glazed grating extending 
to the street. Ground floor (eight inches above the level of the 


*And so Le Play allows, contrary to his usual practice, something in the 
budget in respect of this. 
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street) includes a passage communicating with the stairs above and 
below, and a room lighted at night by gas and furnished with a fire 
grate: this room is at once the man’s workshop and the family 
drawing-room, dining-room, and kitchen. Each higher story has a 
landing and a square room,— the first floor, a drawing-room ; the sec- 
ond, a bedroom, with three beds; the third, a workshop, with cutler’s 
grindstones, and the tools of his brother, a glass-cutter, who pays 1.25 
francs a week for this convenience. Each story’ has a surface of 
about 10 square metres. Weekly rent (water included), 11.25 frances. 
The contents of the house include a complete lot of tools and superior 
furniture, kept in good condition. Linen is not so abundant as it 
would be in a similar family in France or Germany. [Here follow a 
description and estimate, piece by piece, of the furniture (including a 
carpet, 25 fr., put down in the drawing-room on Sundays only), total, 
582.75 fr.; of utensils (kept in good order), 80.18 fr.; of linen, 
80.50 fr.; of clothes (partly bought second-hand), man, 100.33 fr. ; 
wife, 90.43 fr.; mother, 50 fr.; children, 75 fr. (last two approxi- 
mately estimated, others minutely detailed),— total, 315.75 fr. Alto- 
gether, 1,059.19 fr.] 

§ 11. Recreations.— By an exception so marked as to put this family 
into a separate category, the man is not a frequenter of the public 
house. The family recreations are rare, and always taken in common. 
The most important is at Christmas, when the children have toys, 
and there is a feast to which roast goose and plum-pudding are essen- 
tial. On two fine Sundays in summer, the whole family, with food 
for the day, goes to Greenwich in a Thames steamboat or from the 
railway station near by. The companies do not raise their tariffs on 
holidays: sometimes, as is usual in Germany, they even lower them. 
Once a year, the family goes to one of the little London theatres. 
Finally, when weather permits, they take a walk in one of the West 
End parks. 


IV. 
HISTORY OF THE FAMILY. 


§ 12. Man did no work till he was thirteen ; picked up a little reading 
and writing at school; was apprenticed when thirteen for seven years; 
worked three years for the same master after his time was up, and so 
saved 160 francs to marry on. 

Wife went regularly to school until fourteen, and acquired a fairly 
complete elementary education. At fourteen, joined a seamstress, 
and went out sewing by the day. What her parents let her keep out 
of her earnings she spent in dress. Married at twenty-two; had 



































APPENDIX 471 





nothing but some furniture (worth about 80 francs), which was given 
by her parents. 

Family always trying to be better off materially. Thinks it has 
done its duty in prevision by owning a stock of tools and paying a 
weekly subscription to the Oddfellows. This tendency to material 
satisfactions, tempered by a true spirit of order and moderation, 
tinges its whole domestic management, and prevents the family from 
rising any higher. The commercial crisis of 1842, coinciding with 
two grave illnesses of the wife and the mother, exhausted for the 
moment all their resources, and exposed the family to privations 
which would be considered intolerable on the Continent. The work- 
man, looking back upon it, admits that, if the pinch had lasted a few 
months longer, he would have had to break up his home and go into 
the workhouse. In ‘general, the superior English workmen have an 
entirely different spring of action from the French. The latter strive 
to rise in the social scale. The former combine their ambition to 
enjoying at once, especially in food and lodging, some of the comforts 
of the middle classes. 

§ 13. Nature of his trade (not subject to commercial speculations, 
and reposing upon urban consumption) shields him from the risk 
of being out of work long together. Two slack seasons every year 
are got through with the aid of credit and a little previous saving. 
Man’s illness or death in his family provided against by Oddfellows. 
For 25 francs a year, he gets 15 francs a week sick-pay; and, if he or 
his wife die, the widow receives 250 francs, the widower 125 francs. 

Fluctuations less violent than in most families of English workmen. 
Firstly, because work is fairly regular, the demand for cutlery in 
London being more nearly constant than the demand in large manu- 
factures having a home, colonial, and foreign market. Secondly, 
because in good times the family does not much exaggerate its 
expenses, but shows a self-restraint not very common in English 
working classes. 
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§ 14.— BUDGET OF RECEIPTS FOR THE YEAR, 














I. 
Family Property. | Francs. Income from do. 
1. Immovables. Nil. l. 
| 
2. Movables. 2. 
Cash (see § 6), . 20.00 Cash, 
Tools, . 122.92 Tools (5 per cent.) 
38. Right to grants from 3. 
Benefit Society. 
(a) Present valne of om 
to survivor, . 48.00 Supposed equal to yearly 
¥ subscription, omitted here 
(5) Value of chance of as equalled by expense 
sick pay, . which balances it. 
Total value of Lack Total revenue from 
(subject to § 190.92 property, --# 
II. 





Subventions received by the 


Family. 
Nil. 


: : 
| Proceeds of Subventions. 


Nil. 





Francs. 


6.15 


ee 
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III. 








Work done by the Family. 


| 

— . 

| (Excluding profits of enterprise, § 14, IV.) 
} 


























| | <= : 
No. of | | Ving | Money. 
Days. | ‘ 
Man. Days. |1. Day wages of la- 
borer without | 
Finishing table | his own tools, 
knives, . . 27 Sea Agee er 1,536 99 
Repairs,. . . 10 | SAGs «0 thw sees 56 30 
Marketing, . 15 a ey ree ergy) eee eo: 
298 | 
2. Wife. 2. 
| 
Housework, 100 | | a re) ee Coe ee 
Laundry, 78 125 per day 
Carriage of man’s Gee ey . «| OST oa cs 
WOE, srs do., do., a Pee 75.00 
Making garments, 52 | do., do., 65.00|..... 
290 | 
3. Man’s mother. | 
Auxiliary to wife, Le | ry TMP a oes 
| 162.50 | 1,668.29 
| 
rv. 
Enterprises of the Family on | Profits. . 
its own account, | (Including wages as profit of enterprise.) 
Value in > 
| hind, Money. 
1. Speculation in cutlery work. | 1. (Day wages,5.63.)}..... ‘ 
Purchase of materials. Materials, 1.11, |.....- 803.03 
Substitution of piece work 
for day work. Substitution,l.11,|..... 303.03 
Employment of lad to turn 
grindstone. Employment, .|..-.-+|...--. 
2. Cutlery repairs. oe ede ee ead 41.80 
3. Sub-letting of part of work- | 3. 5) aoa 13.00_ 
shop. 660.86 
Total receipts of the year. (2,497.80.) | 162.50 | 2,335.80 
| 
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§ 15.—BupGetT OF EXPENSES FOR THE YEAR. 
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I. Foon. 
Toi Mean 
Weight nw 
‘in my Expenses 
Kilos. Kilo. 
(a) Consumed at home. 
Cereals. 
Flour, 47k.X0.372= 17.48 
Bread, 750k. x 0.315=236.25 
Rice, 0.4k.xX 0.70= 028 
797.4 0.319 254.01 
Fats. 
Cow’s Butter, 30k. x 2 300=69.00 
Lard, 2k.X2.300= 4.60 
Beef Suet, 3k.X1.84 = 5.52 
— 35.0 2.260 79.12 
Milk and Eggs. 
Cow's Milk, 164k. .22—36.08 
Gloucester Cheese, 23k. X1.84=42.32 
i 187.0 419 78.40 
Meat and Fish. 
Beef, 265k.xX 1.388 =—365.70 as 
Veal, 5k.X1.61 = 8.0! Me sig 
Mutton, 32k.x1.507= 48.22) “0a 
Pork (fresh), 4k.xX161 = 644 Pork 
“ (salt), 6k. 1.84 = 11.04 > Butcher's 
wan 2k.X207 = 4.14 Meat. 
1 Christmas 
x 3.6k.X 2. = J ‘ 
: se, (3 k.X2.4 8.64 Poultry 
ea an ‘-., oe a 
Shell Fish, ¢ 125X138 = 16.56 Fish. 
329.6 1.422 468.79 


Vegetables and Fruits. 


Tubers: Potatoes, 





Total, 


496k.X0.15 =74.40 








ee ee ee ee 
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I. Foon, continued. 











Green Vegetables 
for cookin 


Roots: Carrots, 


Savory Vegetables: Ouions, 


Salads, 
Cucumbers, 


Fruits. 


Pip and Stone; Apples, 
Pears, Cherries, 


Oranges, 


Berries, Currants, 


Gooseberries, 


Condiments and Stimulants. 


Salt, 
Spices. 


Pepper, Nutmeg, etc., 


Vinegar, 

Sugars. 
Moist Sugar, 
‘Treacle, 

Aromatic drinks. 
Tea, 


Fermented drinks. 


Porter. 


Cathagen, 
Haricots, 
French Beans, 
Green Peas, 





hind 


(2) Food prepared and consumed away from 


home. 


Grand total for food, 








eee . Mean 
Weight | 
sae Price 
in | | Expenses 
Kiios. | per : 
| ALU, 
een - 
| 
| | 
| 
| | 
| 
| 
| | 
er 
| | 
671.5 | 0.150 | 100.74 


| 
| 

115.0 | 1.189 | 136.74 
| .267 | 166.61 
| 





1,284.41 
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II. Dwetiine Expenses. 
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Consumed 


} in kind. | 





Rent. 


Rent of house excluding workshop, 468 francs. 








Money. 








Cleaning house, 3.75 471.75 
Furniture. 
Cleaning bed, curtains, blinds, napkins. Purchases 
and labor. 7.50 75 
Heating. 
Coal, 4,064k. 3.12 per 100 kilos. 126.80 
Lighting. 
audles, 18k X1.388=17.94 
Gas (annual subscription), 32.50 __ 50.44 
Total, 7.50 652.74 
III. Croruie. 
Consumed _ 
in kind. Money. 
Man’s clothes: Purchases and home-making, 9 60 63.23 
Wife’s do. do. do. |} 14.40 71.50 
Man’s mother’s clothes, do. do. 9.60 16 25 
Children’s do. do. do. 23 90 48.75 
Washing. 
Soap, 21k. X1.15=24.15 
Soda, 23k. X0.46=10.58 
Starch and Blue, = 7.00 
Mangling, =21.32 
Wife's work, =97.50 
ae | 97.50 63.05 
Total, | 155 00 262.78 
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IV. 
MORAL REQUIREMENTS, RECREATION, AXD HEALTH. 








Religious Service (costs nothing). 


Children’s Schooling. 
Forty weeks for three children, =50.00 
Books, pens, paper, = 6.00 56.00 


Charity. 

(This class does not habitually help any but the nearest relatives.) 
Recreation and Holidays. 

Christmas goose and plum pudding (see § 15, I.) 

Toys for children, 2.50 ; two trips to Greenwich, 6.11; theatres,4.38] 12.99 


Health. 
Doctor and Chemist, 37.00 _ 


Total, 105.99 








V. 
EXPENSES OF INDUSTRY, DEBTS, TAXES, AND INSURANCE. 





Expenses of industry undertaken by family amount to 603.98, of 
which 466.58 for raw material; profit, 137.45, shown in § 14, 
I. and III. 


Interest on debts. 
Average debt = 75.00 for four months, or 25.00 per annum. 
Interest, 15 per cent. in form of excess of credit over cash 











price ou purchases. 3.75 
Taxes. 
Municipal police, highway, and other rates, 20.63 
Insurance. 
Payment guaranteeing death benefit, : 5.00 
Remainder of Benefit Society contribution balanced (see § 14,1) 
Saving. Nil. 
29.38 
Total expenses of the year, 2,497.80 
Less allowance for consumption in kind, 162.50 
Total cash expenses, 2,335.30 


Appended to the budget are seven analytical tables, giving particulars 
of each item involved in the ‘‘ secondary occupations” of the family, 
an analysis of the clothing expenses, etc. These last are arrived at 
by dividing the cost: price of each garment by the number of years it 
will wear, and adding the yearly cost of repair. Short excursus fol- 
low on the Poor Law in England, and on the insufficient religious 
education of English workmen. 
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